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RECENT TRENDS IN THE PRESENTATION OF 
FINANCIAL STATEMENTS 


By GEORGE C. LUDOLPH 


WHITE-COLLAR MORALE: A PROBLEM IN 
HUMAN RELATIONS 


By ur ©. €601 


DEFALCATION IN RELATION TO AUDIT, INTERNAL 
CONTROL AND FIDELITY BONDS 


By JOHN L. Carey 


DEDUCTION ON TAX RETURNS OF PORTAL-TO-PORTAL 
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By A. J. FOURNIER 


EXPLAINING THE FACTS TO EMPLOYEES 


By KEITH POWLISON 
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THREE REASONS WHY ROYALS 
ANE A BETTER GUY FOR YO) 





GREATER EFFICIENCY! Royal has more 
work-saving, time-saving features than any 
other typewriter. This is a fact which results 
in higher production per machine. Call in 
your Royal representative—and be shown the 





proof—in an actual Royal demonstration! 


GREATER DURABILITY! Royals are the 
sturdiest typewriters engineering science has 
produced. Because of this fact, Royals stand 
up longer, spend more time on the job, less 
time out for repairs. Result : Royals cut steno- 
graphic work losses to a minimum, give you 
the maximum return from your typewriter 





investment. 


€ 
ey. 
THE FAVORITE WITH TYPISTS! A national sur- 


vey made among hundreds of business girls shows 
that Royal is the preferred typewriter—2 to 1 over any 
other typewriter. Your stenographic staff will do more 
and better work on machines they prefer to use. Order 


il 





Royals! 
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CASE HISTORY No. 4509 





DITTO, Inc., 645 South Oakley Bivd., Chicago 12, Illinois * In Canada: Ditto of Canada, Ltd., Toronto, Ontario 
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“DITTO Eliminates Back Order 
Problem-Saves ‘10,500 Yearly!” 


In this report Mr. Harry G. Beebe, Industrial Engineer, Chain Belt 
Company, Milwaukee, Wisconsin writes: “Week or ten days was for- 
merly required to bill customers on partial shipments. Now, with Ditto’s 
One-Writing Plan for back orders, we bill the customers in one day. 


e Estimated clerical savings of $10,500 yearly. 

e Order set Dittoed in less than a minute. 

e When necessary, production copies also reproduced. 

e Invoice set Dittoed through re-use of Master, without re-writing. 

e Back-order copies Dittoed without re-writing. 

e Carries through to final shipment and billing regardless of number 
of back orders. 

e Use of Ditto holds stationery costs at a minimum. 

e Cost of Dittoing remarkably low. 

e Flexibility of Ditto Method proves great advantage. 

e Intangible benefits more important than clerical saving.” 


Write today for the complete Case History of Case No. 4509 which 
gives complete facts on this Ditto system. 


DITTO 


TRADE MARK REG. U. S. PAT. OFF. 


ONE WRITING 
BUSINESS 
SYSTEMS 








booklet 947 


Oakland 8, California 


‘SILENT-SPEED 


THIRTY-SEVENTH YEAR 


For an interesting story on the 
history of the calculating ma- 


MARCHANT CALCULATING MACHINE CO. 


chine art, ask for 





=AUTQMATIC 


COLCULATURS 





Fs MARCH OT 




























The Marchant Man in your phone book 
will be glad to prove this statement. 


DISCOUNTS ON TIME 
)°**NOT ON OVERTIME 


Whether trade, cash, chain, or anticipation —dis- 
counts and the final net are obtained easier and 
in discounting, especially in volume production 


ity give today’s highest calculator performance 
with untrained personnel. 


in all figuring, Marchant’s 20 Points of Superior- 
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| April 30—Louisville, Rochester 





DATES AHEAD 


All dates are listed as scheduled at time 
of publication of this issue. Subsequent 
changes may be” made. 


THIRTEENTH EASTERN SPRING 
CONFERENCE 
March 16-18, 1947 

Hotel Statler, Washington, D. C. 


PACIFIC COAST CONFERENCE 
May 17, 1947 
Los Angeles 
NINTH MID-WESTERN 
CONFERENCE 
May 18-20, 1947 
Wm. Penn Hotel, Pittsburgh 


March, 1947 


March 4—Chattanooga, Twin Cities 

March 5—Bridgeport 

March 6—Hartford, Philadelphia, 
Quad Cities 

March 10—Kansas City 

March 11—Boston, Buffalo, Cincinnati, 
Cleveland, Milwaukee 

March 12—Western Michigan 

March 13—Dayton, Toledo 

March 17—Pittsburgh 

March 18—New Orleans, Syracuse 

March 20—San Francisco 

March 21—Portland 

March 24—Birmingham 

March 25—Atlanta, Dallas, Detroit, 
District of Columbia, St. Louis, Spring- 
field 

March 26—Houston, Louisville, Roches- 


ter 
March 27—Indianapolis, Seattle 

Because of the Eastern Spring Confer- 
ence in Washington, D. C., March 16-18, 
the Baltimore and New York City Con- 
trols will not meet in March. 

At the time this issue went to press, no 
definite meeting dates had been set by the 
Chicago and Los Angeles Controls for 
March and April. 


April, 1947 
April 1—Chattanooga, Twin Cities 
April 2—Bridgeport ; 
April 3—Hartford, Philadelphia, Quad 
Cities | 
April 8—Boston, Buffalo, Cincinnati, | 
Cleveland, Milwaukee st 
April 9—Baltimore, Western Michi- 


an 

April 10—Dayton, New York City, To- 
ledo 

April 14—Kansas City 

April 15—New Orleans, Syracuse 

April 17—San Francisco 

April 18—Portland 

April 21—Pittsburgh a 

April 22—Atlanta, Dallas, District of 
Columbia, Houston, St. Louis, Spring- 
field 

April 24—Indianapolis, Seattle 

April 28—Birmingham 

April 29—Detroit 
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TRAINING 

YOU CAN 

RECOMMEND 
WITH 





@ When you are asked to recommend an 
accounting course, the educational back- 
ground of the International Accountants 
Society, Inc., will give you complete confi- 
dence. The five men composing our Execu- 
tive Educational Committee are responsible 
for IAS educational policies and activities. 
The sixteen Certified Public Accountants 
composing the IAS Faculty prepare text 
material, give consultation service, or grade 
examination papers. Some give full time. 
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others part time, to [AS work. Our Advisory 
Board consists of forty outstanding Certified 
Public Accountants, business executives, 
attorneys, and educators, who counsel with 
the IAS Management, on request, about 
technical accounting, educational, and busi- 
ness matters. 


The uniformly high caliber of these men is 
eloquent testimony to the quality of IAS 
training. 











EXECUTIVE EDUCATIONAL COMMITTEE 


President, International Accountants Society, Inc.; Dean, School of Commerce, Accounts 
and Finance, New York University; Former President, American Association of University 
Instructors in Accounting; Former President, American Association of Collegiate Schools 
of Business. 


JOHN T. MADDEN 
C.P.A;,; B:C.S.; M:A;,-Sc. D. 


Chairman, Board of .Directors, International Accountants Society, Inc.; Dean Emeritus, 
College of Engineering, Cornell University; Former President, American Society of Mechani- 
cal Engineers; author of ‘‘Cost Finding,” “‘Industrial Economics,’’ and other textbooks. 


DEXTER S. KIMBALL 
M.E., LL.D., D.Sc. 


Vice-Chairman, Board of Directors, International Accountants Society, Inc.; Former 
Chairman;- Board of Directors, The Ronald Press Company; Former Director, Department 
of Management, New York University; author of ‘‘Office Management” and other textbooks. 


LEE GALLOWAY 
B.Sc., Ph.D. 


GEORGE P. ELLIS Practicing Certified Public Accountant; Member of Faculty, International Accountants 
CPA Society, Inc.; Former President, Illinois Chamber of Commerce; Former President, America. 
aaa Society of Certified Public Accountants; Former President, Executives Club of Chicago. 


STEPHEN GILMAN 
B.Sc., C.P.A. 


Educational Director, International Accountants Society, Inc.; author of “Accounting Con- 
cepts of Profit,” ‘Analyzing Financial Statements,” “Principles of Accounting,” ‘What 
the Figures Mean,” and numerous technical articles on accounting and allied subjects. 


FACULTY 


Stanley E. Beatty, C.P.A. Stephen Gilman, C.P.A. Frank H. Murray, C.P.A. J. G. Terry, C.P.A. 

Harold W. Boedeker, C.P.A. John A. Hinderlong, C.P.A. TT. N. Perry, C.P.A. G. S. West, C.P.A. 
George P. Ellis, C.P.A. James W. Love, C.P.A. Russell C. Swope, C.P.A. | Harry H. Westphaln, C.P.A. 
C. W. Emshoff, C.P.A. Paul H. Moore, C.P.A. G. E. Taylor, C.P.A. Earl R. White, C.P.A. 











Additional information about this training will be sent to you in booklet form, on request. 


INTERNATIONAL ACCOUNTANTS SOCIETY, rnc. 


A Correspondence School Since 1903 
209 WEST JACKSON BOULEVARD 
CHICAGO 6, ITLLANOTATS 
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Introducing This Month’s Authors 








Publication of the article on defalcations 
(“Defalcation in Relation to Audit, Inter- 
nal Control and Fidelity Bonds,” page 
127) brings to our pages for its initial ap- 
pearance the by- 
line of John L. 
Carey, who is 
well-known to 
corporate ac- 
counting and fi- 
nancial officers 
as secretary of 
the American 
Institute of Ac- 
countants, with 
which” he has 
been associated 
ever since his 
graduation from Yale University, where 
he received his A.B. degree in 1925, and 
achieved election to the honorary frater- 
nity, Beta Alpha Psi, as well as Phi Beta 
Kappa. 

Mr. Carey, who is author of the re- 
cently-published “Professional Ethics of 
Public Accounting,” is also managing edi- 
tor of “The Journal of Accountancy.’” Sec- 
retary of the American Institute of Ac- 
countants since 1930, he had previously 
held the position of assistant secretary. 

With his official duties, together with 
activity in the American Management As- 
sociation and the American Trade Asso- 
ciation Executives, Mr. Carey finds little 
time for extracurricular matters but adds, 
with a wistful note, if he could find time 
for a hobby, it would be golf. That has a 


reminiscent tone! 





MR. CAREY 


Mr. O. C. Cool (“White Collar Mo- 
tale: A Problem in Human Relations,” 
page 125) appeared previously in the 
pages of “The Controller,” in December, 
1945, when he 
discussed “Labor 
and Personnel 
Problems Dur- 
ing Reconver- 
sion.” A grad- 
uate of the 
University of 
Missouri, Mr. 
Cool hails from 
the midwest. He 
began his busi- 
mess career as 
editor of a group 
of country newspapers, but his manage- 
ment talents drew him more and more 
into business administration. 

He specialized in taxation for several 
years, but as his ability as a labor relations 
expert developed, he began to major in 
the latter field. Mr. Cool founded the La- 
bor Relations Institute in 1938, and 


Tommy Weber 





MR. COOL 











through it serves more than 6,000 com- 
panies throughout the United States. 

Hailed by ‘Modern Industry’ maga- 
zine as ‘the nation’s top-flight manage- 
ment consultant,” Mr. Cool is thoroughly 
familiar with the inner workings of busi- 
ness operations. When not directing sur- 
veys, superintending the installation of in- 
centive plans, the training of foremen, or 
the negotiation of union contracts, Mr. 
Cool divides his time between his two “‘la- 
bors of love’’: golf and his garden. 


A J. Fournier (“Deduction on Tax 
Returns of Portal-to-Portal Pay Settle- 


ments,” page 128) is a certified pub- 


lic accountant and attorney who has con- 
tributed on pre- 
vious occasions 
to these pages, 
the most recent 
being an article 
in our July, 
1946, issue on 
“Business As- 
pects of Carry- 
Overs and Carry- 
Backs.’ Mr. 
Fournier, a 
member of the 
Controllers In- 
stitute of America since 1943, has di- 
vided some twenty years of experience 
in business rather equally between pri- 
vate industry and public accounting. 

He has spent the equivalent of one 
decade as controller and in other respon- 
sible accounting activities with such com- 
panies as The Heald Machine Company, 
Worcester, Massachusetts; Firestone Tire 
and Rubber Company, Akron, Ohio; and 
Lever Brothers Company, Cambridge, 
Massachusetts. A previous period of serv- 
ice, in public accounting, included his 
connection with the firm of Patterson, 
Teele and Dennis, of Boston, Massachu- 
setts. 


A native of Rochester, New York, Mr. 
Ludolph (‘Recent Trends in the Presen- 
tation of Financial Statements,” page 
120) is a graduate of the University of 
Rochester, from 
which he re- 
ceived his A.B. 
degree and 
where he was 
honored with 
election to Phi 
Beta Kappa. 
Thereafter for 
four years, he 
saw the United 
States as a sales- 
man, and as a 
soldier during 


MR. FOURNIER 






MR. LUDOLPH 











World War I. Since 1919 he has been 
engaged in public accounting, first in 
Rochester, later in New York City, and 
then in Minneapolis, where he is now 
partnes in charge of the Minneapolis of.- 
fice of Touche, Niven & Co. 

A member of the American Institute 
of Accountants and the National Asso- 
ciation of Cost Accountants, Mr. Ludolph 
holds certified public accountant certifi- 
cates from the states of New York, Iowa, 
and Minnesota, being a past president 
of the Minnesota Society of Certified 
Public Accountants. 

During his occasional off-hours, Mr. 
Ludolph engages in bowling with some 
success and is hopeful of bringing his 
golf game to the same level. He enjoys 
“energetic relaxation” in the forest area 
along the north shore of Lake Superior. 


Keith Powlison (“Explaining the Facts 
to Employees,” page 130), vice-presi- 
dent and controller of the Armstrong 
Cork Company, Lancaster, Pennsylvania, 
is a native of 
North Dakota, 
though he grew 
up in California 
where he at- 
tended the pub- 
lic schools of 
Riverside, Po- 
mona: College at 
Claremont, Cali- 
fornia, and Co- 
lumbia Univer- 

_ sity, being 
MR. POWLISON graduated from 
Columbia with an A.B. degree in 1922. 
He did four years of graduate work in 
economics at the Johns Hopkins Uni- 
versity, from which institution he te- 
ceived a Ph.D. Degree in 1928. 

For several years engaged in statistical 
and economic research in California, he 
later became associated with the Security- 
First National Bank in Los Angeles. 

In 1932 he returned, as assistant treas- 
urer, to the Armstrong Cork Company, 
which he had served for a time as a sales- 
man shortly after his graduation from 
Columbia. In 1938 Mr. Powlison was 
elected treasurer of the Company, and 
four years later he was elected vice-presi- 
dent and controller. 

During the first World War, Mr. Powl- 
lison served in the 144th Regiment, Field 
Artillery, stationed at Camp Kearney, 
California. 

Mr. Powlison is a member of the In- 
dustrial Advisory Committee for the 
Third Federal Reserve District, the Acad- 
emy of Political Science, the Controllers 
Institute of America, and the National 
Association of Cost Accountants as well 
as being a trustee of the Lancaster Day 
School, and an advisor to the Visiting 
Nurse Association. He is author of “Prof- 
its of National Banks” and co-author of 
“Banking Ratios.” 
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Now... here is the new and improved, modern-day 
version of CCH’s long-accepted Food Drug Cosmetic 
Law Reports — here is the authoritative, continuing 
reporter covering this important three-fold field. 
scope includes complete coverage of the Federal Food, 
Drug, and Cosmetic Act, with regulations, rulings, court 
and administrative decisions, forms, and the like — 
plus full texts of other related federal laws. 


And in addition, the statutes, interpretative court 
decisions, and pertinent attorney generals’ opinions 
for all states with ‘‘Copeland-type”’ laws are carefully, 
helpfully reported. Relevant full texts, detailed expla- 
nations, and editorial comments further increase the 
all-around usefulness of the ‘‘Reports’’ for all con- 
cerned with the production, processing, packaging, 
and labeling of foods, drugs, devices, and cosmetics. 


Write for Complete Details 





COMMERCE) CLEARING: HOUSE, ING,, 
PUBLISHERS or TOPICAL LAW REPORTS 


CHICAGO 1 New YorK 1 WASHINGTON 4 
214 N. MICHIGAN AVE. Empire STATE BLDG. MUNSEY BLDG. 








CCH “TOPICAL LAW REPORT 
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L.ditortal Comment 


Establishing Accounting Principles 

N a recent meeting of controllers of industrial and 
I business concerns in Pittsburgh there was a discus- 
sion of reserves for contingencies and reserves for post- 
war adjustments. A report of the meeting indicated 
only that the consensus of the controllers was what was 
delicately described as in contrast with the views of the 
Securities and Exchange Commission and of certified 
public accountants. In other words, the Commission 
and the American Institute of Accountants do not hold 
the same views with respect to these reserves as those 
held by controllers. 

This is indeed unfortunate. The Commission and 
the American Institute are busily engaged in formulat- 
ing and promulgating principles, through the medium 
of bulletins, while controllers are inarticulate, and that 
in spite of the fact that they are the ones who have the 
practical experience and knowledge of what really 
should be done, accounting wise, with specific items, if 
the assets of a business are to be conserved and put to 
most profitable use. 

It has been found to be almost impossible through 
recent years for controllers to raise their voices effec- 
tively when these accounting principles and problems 
are under consideration. A Committee of the American 
Institute of Accountants poses a specific problem, and 
for months wrestles with it and tries to bring out all the 
factors which should be considered, and to throw light 
on all phases of it. 

In these discussions great differences of opinion de- 
velop among the public accountants. Many of them 
discuss the specific problem with individual controllers 
and presumably develop the practical aspects of the sit- 
uation. Finally, after months of such discussion in the 
committee, it becomes possible to get a large majority 
—never a bare majority—of the accountants’ commit- 
tee to agree on a statement. 

The public accountants themselves regard that state- 
ment as a semi-final stage, and proceed then to “ex- 
pose” the product to many organizations and individ- 
uals, and invite them to comment on and criticize it. It 
is at that stage that The Controllers Institute has an 
opportunity to express itself, which it usually does by 
recommending changes which in the opinion of con- 
trollers should be made. Some minor changes in the 
statement may result, but the general tenor and effect 
of the statement usually remain intact. 
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The Controllers Institute cannot be regarded as hav- 
ing approved such a statement of principle or accepted 
practice. Nor can it be regarded as having disapproved 
it. If the statement is wide of what controllers believe 
should have been set forth as the correct method of 
procedure, they have but one recourse, namely, to point 
out in a statement of their own what they believe is the 
sound way of handling the problem under consideta- 
tion. 

Much thought has been given by the officers and 
members of the two organizations as to how the views 
of the public accountants and of controllers, both theo- 
retical and practical, can be made to coincide, so that 
business generally may gain the feeling when such a 
statement is issued that it represents the soundest and 
most workable solution of the problem. The idea has 
been advanced that when the discussion of a given 
problem is in its initial stages, it should be considered 
by a joint committee composed of both public account- 
ants and controllers, so that the theories of the former 
and the practical experience of the latter may be 
brought out and merged before thought has been crys- 
tallized to the extent that any changes which may be 
made thereafter are minor in character. 

Joint committees of the two Institutes worked to- 
gether in a few instances in the mid-thirties quite suc- 
cessfully in studies of reporting problems posed by the 
regulations of the Securities and Exchange Commis- 
sion, but since then, due probably to war pressures, the 
practice has not been followed. It is to be regretted, as 
these statements do in effect write accounting law, and 
one of the compelling reasons for preparing and pub- 
lishing them is that it is felt that these principles should 
be established and promulgated by those who are best 
informed as to what is involved, rather than by a gov- 
ernment bureau whose approach to a given problem 
may be on an entirely different basis than that of busi- 
ness managements and public accountants. 

It is to be hoped that this situation may claim early 
attention and action by controllers and certified public 
accountants. 


Accounting Treatment of Portal Claims 


UST when should recognition of claims which may 
result from portal-to-portal pay suits be given in 
financial statements? This question is being discussed 
widely by controllers. A view which is gaining strength 
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is that such claims, like others, do not necessarily at- 
tach liability until so adjudged, in or out of court. It is 
being strongly advocated that no recognition of any 
such claim be given in financial statements until proper 
and judicial agreement concerning it has been reached. 

From this corner it seems like sound reasoning, and 
a hope that the contingency is remote. 


. Confidential Financial Reports to Be Protected 


HAT becomes of financial and other reports filed 
W with governmental agencies? Are they held in 
confidence by the agency with which they were filed? 
Specifically, what of the information which was filed 
on an individual company basis with the Office of Price 
Information ? 

The questions seem to have been answered by an as- 
surance which has been given by the Bureau of the 
Budget to American business firms that such informa- 
tion and reports will be held in strict confidence, and 
that any information released will be in the form of 
industry totals or averages, without disclosure of the 
identity of any company or its operations. The assur- 
ance was given by the Bureau of the Budget to the Ad- 
visory Council on Federal Reports, among the seven 
supporters of which The Controllers Institute of 
America is numbered—all national business or tech- 
nical organizations. The statement was intended to dis- 
pel the confusion in the minds of business executives 
which was occasioned by recent press reports concern- 
ing the coordinated government program for the col- 
lection of financial data on business operations by the 
Securities and Exchange Commission and the Federal 
Trade Commission. 

Earl Constantine, chairman of the Advisory Council 
on Federal Reports, points out that: “The principal in- 
terest and concern of the business world with reference 
to financial reports to the government are first, that the 
burden be no heavier than necessary to meet the needs 
of the government, and second, that the confidential 
character of individual company data shall be protected 
within the statutory provisions which exist.” 

The Council reminds business executives that prior 
to the war emergency the FTC and the SEC each col- 
lected financial information without any understanding 
between the two agencies which would avoid duplica- 
tion. During the war, the FTC’s activity in this respect 
was suspended while the OPA obtained from business 
firms financial reports on what were known as Forms 
A and B. Now that such activity by OPA has termi- 
nated, the FTC will resume collection of financial data, 
and under the new program there will be no duplica- 
tion of collection between the FTC and the SEC. The 
SEC will continue to obtain financial data from regis- 
tered companies and the FTC will collect data from a 
sample of companies not reporting to the SEC. 

The two agencies will collaborate on the publication 
of quarterly and annual summaries of the financial con- 
dition and operations of American business by indus- 
try and by size groups. 
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The Budget Bureau’s assurances with respect to the 
protection of confidential returns are regarded by the 
Council as satisfactory. The Federal Trade Commis- 
sion now has custody of the financial reports made to 
the OPA on Forms A and B. The Commission has 
agreed not to offer any such reports as evidence in any 
legal proceedings by the Commission against any indi- 
vidual company which has filed them. 

When the confidential reports filed with the OPA, 
including Forms A and B, have outlived their useful- 
ness, they will either be transferred to the National 
Archives or else be reported to Congress for destruc- 
tion. In the event the data are transferred to the 
Archives, the records “will be protected by the policy 
and regulations of that agency which insure non-dis- 
closure of confidential data,” the Budget Bureau said. 

These are matters of great concern to controllers, 
and they will undoubtedly welcome news of the devel- 
opments of the past month. 


Toward Confidence and Sound Prosperity 


2 en second and final report of the Committee on 
Postwar Tax Policy, which made its appearance in 
mid-February, called for a cut in federal spending, and 
reductions in personal income tax rates. Federal func- 
tions, in the opinion of the Committee, can be per- 
formed adequately for between $31 and $32 billion. 

The Committee performed a useful function, and 
should be given credit for expressing what is in the 
minds of many million citizens. Roswell Magill, former 
Under Secretary of the Treasury, and professor of law 
at Columbia University, was chairman of the Commit- 
tee. 

At this writing, Congress is struggling with a set of 
figures which almost parallel those recommended by 
the Committee. Once that task is out of the way, busi- 
ness may look forward to tax rate adjustments to be 
made in a general tax revision. 

Planning by business managements will be on a 
sounder basis when these matters have been disposed 
of, and sound planning means greater prosperity and 
confidence. 


What Controllers Ave Thinking About 


OME subjects very much on controllers’ minds: 
Will 1947's net profits exceed those of 1946? 
Level of business to be expected. 

How rapidly is the “phantom” demand for goods 
diminishing ? 

Trend of wage rates. 

Worker productivity. 

Taxes, and what will happen in way of allevia- 
tion of burden. 

Consideration of these problems presages busy times 

ahead, this spring. The regional conferences of con- 
trollers will throw much light on them. 


—A.R. T. 








Recent Trends in the Presentation 
of Financial Statements 


The financial statements which are the 
subject of this discussion are those issued 
by corporations for general distribution, 
to stockholders, employees and the pub- 
lic. The greater part of the discussion 

' pertains to income statements. Account- 
ing and statistical reports for internal use 
by directors and management are another 
subject. 

Recent developments in income state- 
ments are characterized by their diversity. 
They cover a number of points, some con- 
sistent with one another, some decidedly 
conflicting. The conflict is between com- 
plexity and simplicity. Consider, on one 
hand, Research Bulletin No. 23 of the 
American Institute of Accountants and 
Accounting Release No. 53 of the Securi- 
ties and Exchange Commission, and on 
the other hand the single step income 
statement and the Mother Goose state- 
ments. 

Accounting Research Bulletin No. 23, 
issued in December, 1944 by the Com- 
mittee on Accounting Procedure of the 
American Institute of Accountants, deals 
with accounting for income taxes. The 
research bulletins, of which No. 23 is 
one of a series, are not mandatory rules 
of The Institute. They are recommenda- 
tions representing “the considered opin- 
ion of members of the committee, and 
their authority rests upon the general ac- 
ceptability of the opinions expressed.” 
According to the committee “the burden 
of justifying any departure from accepted 
procedures must be assumed by those who 
adopt other treatment.”” Those of us who 
read them value them greatly as an ex- 
pansion of the discussions which would 
otherwise be limited to our own associ- 
ates in practice, and their timeliness is as 
important as their content. 

The recommendations in this bulletin 
are summarized by the committee under 
ten headings; for the purpose of this 
discussion they can be compressed into 
three—allocations of income tax charges, 
the showing of effects of carry-backs and 
carry-overs of losses and unused excess 
profits credits, and other adjustments of 
prior years’ taxes. 

The committee expresses the opinion 
that “income taxes are an expense which 
should be allocated, when necessary and 
practicable, to income and other accounts. 
. . . . Financial statements are the result 
of allocations—of receipts, payments, ac- 
cruals and other financial events and 
transactions. Many of the allocations are 
based on assumptions, but no one sug- 
gests that allocations based on imperfect 
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criteria should be abandoned in respect 
of expenses other than income taxes, or 
even that the method of allocation should 
always be indicated in footnotes. Income 
taxes are an expense that should be allo- 
cated, when necessary and practicable, to 
income and other accounts, as other ex- 
penses are allocated.” This recommenda- 
tion applies only if the amounts involved 
are material in size and extraordinary in 
nature. 

The other accounts to which income 
taxes should be allocated are any of those 
to which are made debits or credits cov- 
ering items affecting taxable income. For 
example, a major capital gain may be 
credited to surplus, a loss may be charged 
to a reserve created in a prior year, a 
premium on borids refunded may be de- 
ducted for tax purposes in the first year 
but amortized over a period of years in 
the books and financial statements, or 
vice versa. The idea is to show in the in- 
come statement the amount of taxes ap- 
plicable to the income reported there, 
and to apply against the other transaction 
the amount of tax which is appropriate. 
Illustrations may help. Suppose a corpo- 
ration has $100,000 of ordinary income 
before taxes on income. The federal tax 
on that income is $38,000, leaving $62,- 
000 as net income. Then assume a long- 
term capital gain of $100,000 credited 
to surplus. This gain adds $25,000 to the 
federal tax actually payable, but this 
$25,000 should apply directly to the 
gain, and reduce the surplus credit to 
$75,000. Otherwise, the income statement 
would bear a tax charge of $63,000, and 
net income would be understated at 
$37,000 because of failure to allocate. 
Or assume that the same company with 
the same $100,000 of regular income also 
has an extraordinary loss of $100,000 
which is deductible for tax purposes but 
is charged against a reserve foe bask and 
statement purposes. Actually there is no 
net tax payable, but a statement showing 
$100,000 of net income with no tax on 
that income would seem peculiar and 


subject to question. One solution is to 
put in a hypothetical income tax charge 
of $38,000, which would show net in- 
come at the theoretically correct $62,000, 
There would then have to be a contra 
$38,000 tax credit applied to the loss 
which was charged to the reserve. For 
those who object to a hypothetical tax 
charge, the committee suggests an al- 
ternative. This alternative is to charge 
against regular income a piece of the 
extraordinary loss, in an amount equal 
to the tax saving. In this case, one would 
then have regular income of $100,000 
less $38,000 of extraordinary loss, leav- 
ing $62,000 of net income.. Only the 
remainder of the loss is then charged to 
the reserve. The bulletin then adds: 
“Where it is not practicable to adopt the 
foregoing procedures with respect to 
charges to deferred charge and reserve 
accounts the pertinent facts should be 
clearly disclosed.” 


SEC OPINION 


The Securities and Exchange Commis- 
sion Accounting Release No. 53 dealt 
with this same subject, in a case involv- 
ing a tax saving resulting from deduc- 
tion for tax purposes of expenses and a 
loss of which were not taken as a deduc- 
tion in the income statement. The Com- 
mission objected to a hypothetical tax 
charge, but went along with the idea of 
putting a piece of the expenses and loss 
in place of the hypothetical part of the 
tax charge, with proper disclosure. Spe- 
cifically, its conclusions were: 


“The amount shown as provision for 
taxes should reflect only actual taxes 
believed to be payable under the ap- 
plicable tax laws. 

“The use of the caption ‘Charges or pro- 
visions in lieu of taxes’ is not accept- 
able. 

"It may be appropriate, under some ctt- 
cumstances such as a cash-refunding it 
is ordinarily necessary, to accelerate the 
amortization of deferred items by 








WORTH SECOND THOUGHT 


Controllers and financial officers have watched closely the moves made by 
corporations to provide “understandable” reports to stockholders, employees, 
and the public in general. In his paper, Mr. Ludolph, a certified public account- 
ant of Minneapolis, reviews the passing scene. The author presented this manu- 
script before a recent meeting of the Twin Cities Control of The Institute. 


—THE EDITOR 
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charges against income when such items 
have been treated as deductions for tax 
purposes.” 


In this particular case the accepted 
method of getting a charge into the in- 
come statement in lieu of the saved taxes 
was worded as follows: - 


“Special charges of those portions of 
premium and expense on redemption 
of bonds ($2,091,177) and of loss on 
sale of property ($2,056,873) which 
are equivalent to the resulting reduc- 
tion in federal excess profits taxes of 
$4,148,050.” 


The two other major items in Bulle- 
tin No. 23 have to do with the year in 
which tax adjustments are recorded. One 
class of adjustment consists of additional 
assessments for prior years (not previously 
provided for), refunds of routine nature, 
and the closing out of excess reserves 
from prior years. The committee dis- 
courages charges and credits to surplus 
and “suggests that such corrections should 
be included in the income statement un- 
less they are so large as to be likely to 
produce distorted interpretations of the 
statement.” 

The other type of adjustment is the re- 
fund arising from carryovers of losses and 
unused excess profits credits. If a refund 
of a prior year’s tax is claimed by rea- 
son of a carry-back, that refund belongs 
in the year in which the carry-back arose. 
Two events are required to create the re- 
fund—existence of taxable income in the 
earlier year, and the carry-back in the 
later year. The occurrence of the second 
event in the series makes the refund a 
reality. The committee suggests, how- 
ever, that a surplus credit may be made 
if there is a possibility of misleading 
inferences. As to carry-overs of losses and 
unused excess profits credits to future 
years, there is the same reasonable recom- 
mendation, that the tax saving be reflected 
in the year in which it becomes a reality. 
In this case it is not the year in which 
the carryover arises, but in the subsequent 
year when there is income on which to 
use it. 


SINGLE-STEP STATEMENT 


A development in the opposite direc- 
tion towards simplicity is the single-step 
income statement. In this type of state- 
ment, all items of gross income are 
grouped together and brought to a total, 
and then all items of cost, expenses, 
losses, taxes, etc., are grouped together 
and brought to a total, so that the reader 
passes from gross income to net income 
with one step. There are no intermedi- 
ate subtotals and balances such as gross 
profit, operating profit, or income before 
Pfovision for taxes on income. It is some- 
thing like the income and deductions on 
an income tax return 
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Apparently there has not been a great 
deal written about the single-step income 
statement. In the January, 1943, issue of 
the Journal of Accountancy, Professor 
W. A. Paton of the University of Michi- 
gan argued quite vigorously for it. He 
said, in part: ‘Elaboration of the in- 
come statement—through classification, 
arrangement, and the computing of spe- 
cial balances—is helpful only so far as 
such elaboration rests on a solid basis. If 
the special subtotals and balances lack 
validity either because of faulty assump- 
tions or inability to isolate genuinely 
significant date... . the report may 
prove to be downright misleading and 
hence less satisfactory than a more con- 
densed and simple presentation.” He 
states that the conventional statement 
does not recognize that all costs and 
losses are on the same level, and it 
should not indicate that cost of goods 
sold is recovered from sales before there 
is any money for selling expenses or in- 
terest. He also says that the old-style con- 
ventional statements, or some aspects of 
them, “are of doubtful significance— 
have an unduly narrow conception or 
operations—are almost certain to lead to 
misunderstanding—are confusing—are a 
matter of convention and convenience, 
nothing more—are objectionable—their 
reasonableness may well be reconsidered 
—they border on the fantastic—they have 
fuzziness—and are quite unreasonable.” 
That is one point of view. From the op- 
posite point of view, it can be stated with 
good basis that accountants, statisticians, 
and business executives get information 
from a conventionally arranged income 
statement that is impossible from a sin- 
gle-step statement and the more supple- 
mentary and statistical information there 
is, the greater the difference becomes. 
That is because people with adequate 
training understand figures and can make 
the figures talk to them. People without 
accounting training do not have that fa- 
cility, and probably can get more out of 
a single-step statement than is possible, 
for them, from the conventional arrange- 
ment. So, while the harsh criticisms of 
the conventional statement are not con- 
vincing, the simplicity of the single-step 
statement is a powerful argument, be- 
cause that simplicity may suit the majority 
of recipients. It is not a question of 
whether the accountants like the single- 
step; it is a question of whether the pub- 
lic likes it. 

It has been said, more or less face- 
tiously, that one advantage of the single- 
step statement is that it relieves the ac- 
countant of the necessity for finding a 
brief and correct description for each of 
the intermediate balances in the conven- 
tional statement. It has also been said, 
more seriously, that the single-step state- 
ment is an excellent method for conceal- 
ing information. 

However. the best way to find out 
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about the single-step income statement 
is to take a look at it. The research de- 
partment of the American Institute of 
Accountants reports that of 523 published 
reports of industrial and commercial 
companies, 22 used some form of single- 
step income statement in 1942, and 40 
used it in 1943. For the purposes of the 
present discussion, a review of 250 pub- 
lished reports for 1944 showed 25 using 
it, and a similar check of 235 reports for 
1945 showed 30 using it. 

A natural and reasonable description 
of the first section of single-step income 
statement would seem to be “gross in- 
come.” For 1944 only one company in 
the group reviewed used that description, 
and two used it in 1945. The most popu- 
lar caption was nothing at all, with seven- 
teen in 1944 and twelve in 1945. Next 
in popularity was “income,” which was 
used by six in 1945. Five used “‘sales and 
revenue” in 1945. Only two used the 
rather exact and desirable heading of 
“sales (or net sales) and other income.” 
One used “income from sales of goods 
and services” and the context showed that 
the words were used in the broadest 
sense. Two used “‘sales’” or its substan- 
tial equivalent as the main caption with- 
out any subcaption, as the only descrip- 
tion in the first section. Except for these 
last two, the first sections had subcaptions 
for sales and anywhere from one to 
seven other subcaptions for other income 
such as dividends, interest, royalties, 
rents, and such. The trend was toward few 
subcaptions, 13 had only one item be- 
sides sales, and eight had only two items 
besides sales. 

As a caption for the second section of 
a single-step statement one might expect 
the word “expenses,” but none used it 
in 1944 and only one company used it in 
1945. Eight used the unimaginative cap- 
tion of “less” or “deduct,’ and three 
used the similar titles of “deductions” or 
“income deductions.” Six said “costs.” 
Ten used “costs” in more or less elabo- 
rate combinations with other words, such 
as “‘costs and expenses,” “cost of doing 
business,” “cost of sales and other ex- 
penses and charges.” Two firms used no 
caption whatever for the second section. 
As to the content of this cost or expense 
section, 25 of the statements had sub- 
stantially the same items as would appear 
in a conventional statement, but with 
the subtotals and intermediate balances 
omitted. That is, they preserved the cus- 
tomary classifications of cost of goods 
sold and selling, general and adminis- 
trative expense in spite of what has been 
said against them. After these came the 
items usually shown as other deductions 
on which little variation is possible—in- 
terest, amortization of debt expense, loss 
on disposals, provisions for contingencies, 
and of course the provision for federal 
taxes on income. Five reports departed 
from the traditional cost ot goods sold 
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and selling, general and administrative 
expenses and gave instead one or more 
figures on employment costs (salaries and 
wages, social security taxes, and pension 
payments) and one or more figures for 
materials and services purchased. The 
charge for minority stockholders’ share 
of profit of consolidated subsidiaries, was 
listed like any other expense item, for in 
a true single-step statement that is the 
only way to show it. 

Four of the single-steppers could not 
go quite all the way, and insisted on in- 
serting an extra step which was not seri- 
ous enough to interfere with the main 
idea. In two cases the extra step con- 
sisted of provision for taxes on income, 
in one case it was a postwar contingency 
reserve credit, and in one case it was in- 
come from foreign branches and subsid- 
iaries. 

So far as the Securities and Exchange 
Commission and the single-step income 
statement are concerned, it is interesting 
to note that Regulations S-X specify only 
one intermediate balance that must be 
shown and that is the income before pro- 
vision for taxes on income. 


MOTHER GOOSE STATEMENT 


In addition to the simplification which 
comes from arrangement in the single- 
step statement, there is another form of 
simplification which is finding limited 
use. This is the so-called Mother Goose 
statement, which seeks to become under- 
standable by avoiding the conventional 
wordings and descriptions, and using in- 
stead simplified or popular language. So 
far as observed, the Mother Goose state- 
ments have not in any case replaced the 
regular form statements in reports to 
stockholders. They have been used as 
supplementary statements in the reports 
to stockholders, and in reports to em- 
ployees. In form they frequently use a 
single-step, but more often they use a 
double-step. In a double-step, there is a 
second expense section, grouping the 
items which the company apparently 
wishes to emphasize, such as wages, taxes 
and dividends. 

There seem to be three formulae for a 
Mother Goose statement and these for- 
mulae may be combined as one wishes. 
One formula is to put the words in narra- 
tive form, either for the purpose of read- 
ing aloud or to create greater continuity. 
One way to apply this one is to read a 
conventional statement aloud, retain all 
the extra words that are helpful in such a 
reading, and skip all the figures that do 
not amount to much. The second formula 
consists of substitution of popular words 
for technical ones, short words for long 
ones, and inexact words for precise ones. 
The third formula is to use many and 
ample explanatory phrases. 

Some Mother Goose income statements, 
in fact several of the best, used the con- 
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ventional group captions of “income” 
and “expenses.” More frequently, the 
group captions are popularized, with such 
combinations as “income—outgo,” “we 
took in—it cost us,” “where our money 
came from—where it went,” “we took in 
—we spent.” 

It is in the subcaptions that the Mother 
Goose statements really develop the art. 


Sales become 
we took in from customers, or we 
charged our customers for goods and 

Services 


Wages become 
payrolls and social security, or paid to 
employees, or employees for time, 
energy and know-how 


Depreciation becomes 
set aside to replace worn-out tools and 
machinery, or reserved to restore 
and rebuild plant and offices, or 


wear and exhaustion of facilities 


Taxes become 
federal income taxes—our contribution 
to the cost of government 
government—for taxes 
and the best one: taxes—all kinds 


The greatest efforts are made in trying 
to describe the net income after dividends, 
which is added to surplus. A long one 
was “This left earnings in excess of divi- 
dends paid which have been retained in 
the business for use in financing the fu- 
ture growth of the company.” A danger- 
ous one was “reinvested in the business 
to cover existing higher prices of ma- 
terials and labor.” Much better was ‘“‘re- 
tained in the company to protect jobs and 
savings.” The most common was “re- 
tained or reinvested in the business.” 
Easy to understand was: ‘‘we spent this 
much more than we took in.” 

Perhaps a few Mother Gooses in their 
entirety would be appropriate. Monsanto 
Chemical had a single-step ‘thumbnail 
review—income and expenses during 
1945” which was the first thing in its 
report, preceding the president's letter: 


Income: 
We took in from customers (after de- 
duction for doubtful accounts) 
We received from our stock in other 
companies, from fees on government 
contracts and other income 


Expenses: 

We paid out in wages and salaries 

For federal, state, local and foreign 
taxes we set aside 

For raw materials, fuel, supplies, etc. 
we paid out 

For depreciation on buildings and 
equipment we set aside 

For dividends to owners of the com- 
pany we paid, 

Amount due our partners in subsidiary 
com pantes 


Amount retained in the business for 
expansion 


The Johns-Manville 1945 report to 
jobholders included a good, brief, dou- 
ble step Mother Goose income statement: 


Income and expenses during 1945 
Income: 
We charged our customers for goods 
and services 


Expenses: 

Raw materials, other costs and ex- 
penses were 

Factories and mines were used up to 
the amount of 

We set aside for contingencies 

While the amount required by tax col- 
lectors was 

A total of 


Leaving for wages and salaries, dividends 
and for other needs of the business 


Jobholders received 
Stockholders received 
Reinvested in the business 


The same company also had a good 
Mother Goose supplementary income 
statement in its regular report to stock 
holder, somewhat more lengthy and dif- 
ferently arranged. In that one the depre- 
ciation description aptly brought in the 
time element, thus: “Our machinery and 
buildings aged and the minerals in our 
mines were used in production to the ex- 
tent of.” 

Socony Vacuum Oil Company had a 
Mother Goose as a supplementary income 
statement in its report to stockholders, 
which exemplifies the explanatory phrase 
formula: 


Simplified consolidated income and ex- 
penses for the year ended December 31, 
1945 

Income: 
We received from the sale of our prod- 
ucts, from our investments, and 
from other sources a total of 


Less Expenses: 

We paid for that portion of crude oil 
and products which we purchased 
from others, and for operating sup- 
plies, rents, insurance, advertising 
and other necessary expenses : 

We paid for interest and call premium 
on the money we have borrowed 

We set aside for loss in value of plant 
and equipment due to use, wear and 
obsolescence and paid for cost of 
dry hole drilling 

We made provision for operating 
losses of and certain advances to 
foreign subsidiaries, principally in 
South America 


TOTAL OF THESE EXPENSES 


Income Before Taxes and Payments 10 
Employees 
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We paid to domestic employees in 
wages 

We paid for present and future pen- 
sions and Itfe insurance as well as 
payments to employees in the mili- 
tary plan and their dependents 

We paid or made | pi for paying 
federal, state, local and social se- 
curity taxes (excluding gasoline 
taxes collected for states) 


Net Income, being the excess of income 
over expenses for the year 


We paid dividends to stockholders 
Retaining in the business the balance of 
This is available for capital expendt- 
tures over and above normal re- 
placements, for payment of debts 
and for additional working cap- 
ital required for further business 
ex pansion 


As a byproduct of the study of 235 
published reports for the year 1945, there 
are some rather interesting minor details. 
Ninety of the reports, or a little more 
than 38 per cent. of them, were penni- 
less; that is, all pennies were omitted 
from the regular statements and the fig- 
ures were printed in even dollars. Pre- 
sumably it makes easier reading. Certainly 
no one feels of omission of the pennies, 
as most readers would not even notice 
that they were not there unless they were 
watching for them. One hundred seven 
of the reports showed the income state- 
ment in comparative form. In most cases 
if the company gave one statement com- 
paratively, it gave the other the same way. 
Four had only the balance sheet compara- 
tively, and thirteen had only the income 
statement that way. Of the 90 companies 
that were penniless, 69 gave comparative 
figures, which was a much greater pro- 
portion than in the general run of re- 
ports. 

Another interesting point is the name 
that they give to that one most important 
figure, the last one in the income or 
profit and loss statement. The one most 
popular description was “‘net income for 
the year,” which occurred 48 times (this 
includes the minor variations of ‘‘for the 
twelve months” and “for the period’). 
Next in line were “net income.” 36 
times; “net profit” and “net profit for 
the year” 32 times each. Taking a dif- 
ferent approach, 106 reports used “net 
income” in some combination or other, 
and 72 used “net profit” in some form, 
and six used “net earnings.” Strange to 
say, 29 of them omitted the word “‘net’’ 
and were content with “income, profit, or 
earnings,” apparently considering that the 
omission did not change the meaning. 
Two said “total earnings,” one said 
“profit from operations transferred to 
earned surplus.”” Nineteen seemed delib- 
erately to avoid committing themselves 
as to what was net income, for they had 
extraordinary debits or credits, after 
which they just had something which they 
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transferred to surplus. As to the second- 
ary thought in the description, there were 
102 that used the phrase “for the year,” 
and there were 42 who added the in- 
formation that the net figure was “‘trans- 
ferred to,” “carried to,” ‘‘added to,” or 
was just “to” surplus. 


CONTENT OF “NET INCOME” 


Another study of 1945 reports was 
made to investigate the content of “net 
income for the year,” rather than the 
form of the statement. As stated by Mr. 
George O. May and Mr. Henry T. Cham- 
berlain in an article in the May 1946 
Journal of Accountancy, net income for 
the year or the average for a short period 
of years has so much significance in com- 
puting capital values that the precise 
sense in which it is used is a matter of 
great importance. Inconsistencies in the 
use of the term arise from the usual 
conflict over surplus adjustments. One 
school of thought holds that everything 
that happens and is recognized during 
the year enters into net income for the 
year—that is, there are no surplus ad- 
justments. The other school of thought 
emphasizes the relationship of items to 
operations for the year and excludes from 
the income statement any important items 
not so related—that is, there are surplus 
adjustments. 

An examination of published reports 
for 1945 shows what is really going on. 
Out of 235 reports examined there were 
88 reports that had extraordinary charges 
and credits in them somewhere. A study 
of their treatment brought a realization 
that the trouble is not all with account- 
ing and accountants, but with the upset 
and abnormal economy that we are en- 
during. All we try to do is to express 
in accounting form the chaos that is about 
us, and if the results are chaotic, who 
should be surprised ? 

Of the 88 companies with admitted 
extraordinary charges of credits, 24 put 
some or all of them in surplus. The other 
64, with most of the same transactions, 
put them in the income statements. The 
24 to 64 relationship seems significant. 

The most frequently occurring abnor- 
mality was accelerated amortization of 
emergency facilities applicable to prior 
years, which appeared 31 times. Twenty- 
four of the companies put the adjustment 
in the income statement, seven put it in 
surplus. One could not evolve the prin- 
ciple explaining the difference in treat- 
ment, since the relative amount involved 
had no bearing. All of them showed the 
adjustment net of the related tax refunds, 
either directly or indirectly. 

Quite in contrast to accelerated amotti- 
zation was the less frequent item of past 
service benefits under a retirement plan. 
There were only four reports which spe- 
cifically identified such items. One put 
it in income, and three put it in surplus. 
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The one company with the income charge 
made a relatively small payment, about 
1 per cent. of its net income. Of the 
three which had surplus charges, one 
paid about 3 per cent. of its net income 
(before considering such charge) the 
others 8 per cent. and 60 per cent. Three 
of the companies said nothing about the 
income tax aspect, one said that the 
charge was net of taxes. 

The two foregoing types of extraordi- 
nary items illustrate certain contrasts. Ac- 
celerated amortization applicable to prior 
years was entirely outside the companies’ 
control; no one could have been rash 
enough in prior years to guess the dates 
for the end of the war and the termina- 
tion of the emergency period. Yet the 
majority put the charge into income. Past 
service benefits under a retirement plan 
ate, presumably, incurred voluntarily and 
the management has some control over 
their incidence. Yet the majority put 
them in surplus. 

Other types of extraordinary charges 
are not so clear-cut as to control or lack 
of control. There were ten renegotia- 
tion adjustments described as si ma 
to prior years. Seven were charged to in- 
come and three to surplus. The surplus 
items were not the largest ones. Most of 
them specified and it is fair to assume 
that all of them computed the adjust- 
ment net of taxes. 

Gain or loss on sale or abandonment 
of properties appeared 14 times in rela- 
tively large amounts. In eleven cases the 
transaction was reflected in income—six 
times as a loss and five times as a gain. 
Sometimes the amount involved was very 
large. One company took $1,600,000 loss 
against a resulting net income of $6,- 
000,000. One took a gain of $1,000,000 
net of taxes and had a net income of 
$5,300,000. Another took a gain of $3,- 
500,000 in a net income of $15,000,000 
and a third took a gain of $14,000,000 
as part of $22,500,000 net income. Three 
companies reflected the results of dis- 

osals in surplus. One had a small gain 
of $60,000 and a net income of $1,000,- 
000; a second had a loss of $150,000 net 
of taxes against net income of $2,000,- 
000. The third had both a gain and a 
loss in surplus, the net of which was 
about 10 per cent. of the net income. 

Retroactive wage increases, in the three 
cases showing them separately, are a puz- 
zle. The two companies with very large 
charges had them in net income. The 
third, with a very small charge, made it 
against surplus. 

The most diverse type of adjustment 
was income taxes applicable to prior 
years. There were nine identifiable cred- 
its for carry-back refunds of prior years’ 
income taxes, and all were taken up in 
income. Some were quite large. Two of 
them were equal to one-third of the net 
income. One was in excess of the net 
income. Three other companies had te- 
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funds of prior year’s taxes credited to 
surplus but in none of these was there any 
reference to a carry-back. Two minor re- 
funds of income taxes, not involving 
carry-backs, were credited to income. Of 
five minor additional charges for prior 
years’ taxes, two were in income and 
three in surplus. Credits for adjustments 
of excessive tax provisions for prior years 
were two in income and one in surplus. 
This last surplus credit was understand- 
able; the excess provision was $600,000 
and without it the company had a net 
loss of $225,000. There were two inter- 
esting cases in which the companies were 
depreciating emergency facilities for book 
age at normal depreciation rates, 
ut took advantage of accelerated amor- 
tization for tax purposes. In both cases 
the tax saving credit appeared in income. 


BALANCE SHEETS 
Examples of a recent development in 


balance sheets are furnished by three 
companies. United States Steel, Caterpil- 
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lar Tractor, and Union Oil of California 
have adopted a new form as the regular 
balance a in their annual reports to 
stockholders, and Servel has used it with 
a few Mother Goose trimmings as a 
supplementary statement. There may be 
others. This new form starts with cur- 
rent assets, as usual. Following these are 
the current liabilities, and the difference 
between the two groups is shown and 
described as working capital. Next are 
listed the non-current assets—property, 
plant and equipment, operating parts and 
supplies, prepayments, and intangibles. 
These are added to working capital to ar- 
rive at a new subtotal. From this are de- 
ducted the long term debt and the te- 
serves, arffiving at a net asset total, al- 
though only one so described it. This was 
followed by a recapitulation of capital 
stock and surplus. Obviously, with this 
arrangement, the title of “balance sheet’ 
could not be used. All three called it 
“statement of financial position’”—a new 
name, a rather good one, and complete 
unanimity of opinion about it. 


Individual Worker Seen Abandoned as Discrimination 
And Labor Monopolies Are Legalized 


How to achieve large-scale organiza- 
tion of work, with freedom nevertheless 
to the individual worker, is a problem 
quite like that which our founding fath- 
ers faced when they aimed at the large- 
scale organization of government, with 
freedom nevertheless to the citizen, ac- 
cording to Murray T. Quigg, in an atti- 
cle entitled “The Law of Labor” in the 
Autumn Number of ‘American Affairs.” 
In the economic sphere, Mr. Quigg con- 
tinues, we have not yet learned to dis- 
tinguish between functional power, which 
must be upheld, and arbitrary power in 
the hands of those who administer the 
industrial order. It serves no good to 
transfer arbitrary power from organized 
employers to organized workers, or from 
either of these to the government, for 
that will turn out to be but the ancient 
remedy of changing tyrants. It took man- 
kind 5,000 years of recorded history, he 
says, to discover the principles and means 
of civil liberty and freedom of religion 
at every level of society. Then he asks: 
“How long will it take us to apply these 
lessons in order that there may be free- 
dom of enterprise at every economic 
level ?” 


TYPEs OF LAws 


Laws and edicts affecting labor are as 
old as government. But laws enacted for 
the ostensibie benefit of wage earners 
and to foster the growth and power of 
labor unions represent a social phenome- 
non of only the past sixty years. 

Mr. Quigg divides these laws into 





three categories: (1) Laws limiting the 
individual contract and imposing duties 
upon employers for the protection of the 
health, safety and economic security of 
their employees; (2) Laws which strip 
employers of the weapons of industrial 
warfare and exempt organized labor from 
legal restraints; and (3) Laws which 
foster labor monopolies. 

In the first 140 years of our history, 
Mr. Quigg says, the right to work was 
regarded as a fundamental liberty pro- 
tected by the Constitution against legis- 
lative restriction without due process. 
Then suddenly, beginning with the Great 
Depression, the law of labor was very 
radically altered by a series of new acts, 
new declarations of public policy and 
new interpretations of the Constitution. 
The changes were principally these: (1) 
The constitutional power of Congress to 
regulate interstate commerce was ex- 
tended to include the power to regulate 
anything affecting the flow of commerce 
or necessary. to production for commerce, 
from which it follows that the Federal 
Government may assume the power to 
regulate wages and labor relations wher- 
ever they can be related to interstate 
commerce; (2) Organized labor was spe- 
cifically released from legal restraints 
hitherto imposed upon all alike; and (3) 
The historic principle of due process of 
law was progressively abandoned in fa- 
vor of privilege and monopoly in the 
hands of organized labor. 

“The total effect,” continues Mr. 
Quigg, “was a revolutionary transfer of 
power from the employer to organized 


labor and to the government. That was 
the avowed intention of Congress—to 
increase the economic power of labor as 
a matter of public policy, on the ground 
that the employer possessed too much, 
Naturally, organized labor exercised this 
gift of power. But when, after fourteen 
years of special privilege in the aggres- 
sive use of the strike weapon, it was 
about to bring all commerce to a stop, 
the President called upon Congress to au- 
thorize resort to a military solution— 
that is, compulsory labor in the coal 
mines under military duress. Thus free- 
dom withers in the field of large-scale 
organization of work because the distinc- 
tion between functional and arbitrary 
power has been forgotten.” 


EFFECTS OF LAWS 


Summarizing the effects of each of the 
three groups of labor laws, Mr. Quigg 
says, “In the first group of labor laws, 
legislation started by imposing limita- 
tions upon the employment contract with 
intent to protect the health and safety 
of the wage earner and the security of 
his earnings and ended by invading the 
core of the contract, so far as to deter- 
mine what the employee shall be paid 
regardless of the service actually ren- 
dered. 

“In the second group, legislation as 
exemplified by the Clayton Act under- 
took to state the fair and reasonable 
conditions surrounding the use of in- 
junctions in labor disputes and ended by 
withdrawing the use of the injunction in 
labor disputes in nearly all cases and 
exempting trade unions from the rules 
of principal and agent applicable to all 
other individuals and groups who employ 
persons upon their business—in effect 
relieving the trade unions of any respon- 
sibility for what their agents do, and 
their agents from the ordinary restraints 
of civil law. 

“In the third group, legislation began 
by recognizing organization among wage 
earners as a privilege exactly as it is 
among investors, and concluded by fos- 
tering labor monopolies and making 
membership in the most powerful union 
in any craft or industry to all intents 
and purposes compulsory. 

“Early laws,’ he continues, “written 
for the protection of the rights and dig- 
nity of the individual wage earner, and 
generally well considered and thoroughly 
debated before enactment, such as the 
workmen’s compensation laws, have been 
widely approved by wage earners, eft 
ployers, and the public. On the other 
hand, later legislation which has abat- 
doned the individual to the dictatorship 
of majorities and private societies was 
passed under pressure, without protracted 
debate, in time of confusion of thought, 
and has produced bitterness, confusion. 
and disorder.” 
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White-Collar Morale: 





A Problem in Human Relations 


The current upsurge in unionization 
activity in New York’s financial district 
is giving controllers and other members 
of top management throughout American 
industry causes to think about their own 
clerical staffs in terms of potential union 
problems. This thinking, if it gets down 
to the real grass roots of the situation, 
may prevent future difficulties by helping 
to dispel the various basic—and highly 
traditional—illusions which managers in- 
cline to entertain regarding white-collar 
employees and their attitudes toward col- 
lective bargaining. 

It used to be said, for instance, that 
white-collar workers are too proud to 
affiliate with unions. The fact of the mat- 
ter is, however, that almost two million 
clerical employees have joined labor or- 
ganizations since 1938—and the total is 
increasing daily. 

Top management used to feel that of- 
fice personnel would never strike or walk 
the picket line. They have done both with 
great effectiveness. Their unions were 
said to be weak, because they had ‘‘noth- 
ing to sell.” Actually, salaries of union- 
ized white-collar workers run higher than 
those of the unorganized, and the former 
enjoy much more in terms of seniority, 
vacations and sick leave than their non- 
unionized fellows. 

Just to give perspective, here are some 
of the objectives proclaimed by the CIO 
union for office and professional workers: 


1, General salary increases of 50 per 
cent. over 1941 levels. 

2. Reduction of the work week to 35 
hours. 

3. Minimum base salary of $30 a week 
for a 35-hour week for clerical help. 

4. Job security, including severance pay 
—one week for six months, two weeks 
for a year, and a full month for over two 
years’ service. 

5. Insurance, health plans, graduated 
vacations. 

6. Seniority, 10 determine promotions 
and lay-offs. 3 

7. Increases to be based on length-of- 
sevice only, regardless of merit or of the 
company’s ability to pay. 

8. Formal grievance machinery, to be 
handled by one steward for each 15 em- 
ployees. 

9. Equal pay for equal work. 

10. Sick leave, maternity leaves, auto- 
matic leave of absence lasting up to one 
year for conducting union business. 
ll. Elimination of pay inequities. 


By O. C. Cool 


While this is a pretty large order, most 
companies that are large enough and im- 
portant enough to have controllers already 
are giving their clerical employees most 
of these advantages. Now that wage sta- 
bilization is a thing of the past, many 
firms have made substantial adjustments 
in office payrolls. The trend toward a 
shorter work week is general throughout 
industry, although there are still many 
companies whose clerical departments 
work longer hours than the organized 
personnel in the shop. Severance pay, 
while it rarely scales the heights indicated 
by Point 4 above, is being taken more and 
more for granted. The nationwide trend 
is also very much toward employee bene- 
fit plans of every type, and provision is 
being widely made for sick leaves, mater- 
nity leaves and the like. 

This analysis leaves us confronted with 
a few remaining demands which control- 
lers might find rather hard to ‘‘take.” One 
of these is the demand for seniority to de- 
termine promotions and lay-offs, and its 
twin in union thinking, the requirement 
that all increases be based on length of 
service, regardless of merit or the com- 
pany’s ability to pay. These demands are 
foreign to American ways of thinking, ob- 
noxious to everyone who—like the suc- 
cessful controller—knows that such meth- 
ods remove incentive and put the very 
nerve-center of a business—the office—on 
a push-button, automaton basis. If such 
ideas should ever prevail, goodbye to the 
premiums on character, on extra-curricu- 
lar study and work, on decisiveness and 
improvization and ability to delegate— 
the qualities which, ingrown or engend- 
ered in a man, mature him to executive 
stature. These Civil Service ideals are ir- 
ritable and expensive enough in govern- 
ment; we must never let their poison 
spread, unchallenged, throughout indus- 
try. 
Oddly enough, these fundamental 
union doctrines of seniority and automatic 
wage increases are not the ones that ap- 


peal most strongly to the workers who are 
subjected to organization drives. One 
Achilles’ heel is that of pay inequities, the 
last point named above. The second is 
management's apparent inability to un- 
bend, to let its hair down—and treat of- 
fice personnel /ike people. If the control- 
ler who is mindful of the hazards which 
confront his clerical organization will for- 
get the other demands and concentrate on 
removing these two motes from the eyes 
of management, the demands themselves 
will rapidly disappear. 


ELIMINATING Pay INEQUITIES 


Why is it that so many office workers re- 
ceive less than others for performing simi- 
lar tasks? Putting it another way, why do 
two stenographers in the same establish- 
ment often do far different jobs, entailing 
a great divergence in responsibility— but 
for the same size paycheck? It is no an- 
swer to say, ‘‘Mr. Jones dictates very few 
letters, so his stenographer takes care of 
all his records, while Mr. Smith’s stenog- 
rapher just handles correspondence.” This 
shows us why the jobs are different—but 
does not explain why one girl is paid the 
same rate as the other. 

The true reason for such inequities is 
that few companies have had the fore- 
sight to place their white-collar jobs on a 
sound, scientific basis. Job evaluation, 
which is the standard, recognized proced- 
ure for regulating the pay of production 
employees, has made very little progress 
as a tool for setting office and other white- 
collar salary scales. Why wait for a union 
drive before correcting this condition ? 

The techniques of job description, job 
analysis and job rating are known to most 
controllers, and especially to those who 
have encountered these methods in con- 
nection with production pay schedules. 
Now is the time, however, to review the 
advantages which accrue from job evalua- 
tion in the office. These are as follows: 


1. Job evaluation will give you a bal- 





the white-collar job worthwhile . . . 


woman on the team.” 





NO TASK FOR AMATEURS 


Controllers have evidenced proper and understandable concern over union- 
ization trends among office workers. The answer to this threat, in the opinion 
of Mr. Cool, director of Labor Relations Institute, New York, is “action to make 
in terms of fair and square treatment, of 
man-to-man consideration, and of genuine job satisfaction to every man and 


—THE EDITORS 
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anced salary structure, so that workers 
with similar skill, responsibilities, work- 
ing conditions and other factors will rate 
similar pay. 

2. It will cut down on the greatest sin- 
gle source of employee dissatisfaction. 

3. It will provide you with a minimum 
and maximum rate for each job—thus en- 
abling you to establish a uniform raise 
and promotion policy. 

4. It will make it easier to set the scales 
for new jobs. 

5. If and when salary reductions be- 
come essential, they can be made on a unt- 
form, scientific basis. 

6. It will show you which jobs are 
overpaid, which underpaid, and thus pro- 
vide an opportunity to correct injustices. 

7. It will aid in the selection and re- 
cruitment of personnel, because job eval- 
uation always determines job require- 
ments. 


Needless to say, white-collar job eval- 
uation—like that in the production divi- 
sions—is no task for amateurs, however 
well-meaning they may be. It calls for an 
individualized study of each and every 
task, and is the province of the specialist 
—the expert with an outside viewpoint, 
free of conscious or unconscious loyalties 
or bias. In such hands, the program is 
bound to succeed. 


HUMANIZING PERSONAL RELATIONS 


Far more than in a workshop or fac- 
tery, human relationships count decisively 
in the minds of office personnel. The im- 
provement of such relations centers on 
two foci—the humanizing of attitudes 
and the elimination of grievances. One 
is a highly personal function, the other a 
device which works best if it is formal- 
ized and made as impersonal as possible. 
The contradiction is more apparent than 
real. 

Let us take up grievances first. Many 
office managers and higher executives take 
it for granted that, because they are in 
daily or hourly contact with their subordi- 
nates, any grievance would naturally 
“out” of itself. Actually, it works the 
other way. Lack of complaints is more a 
sign of repressed resentment than it is of 
no resentment at all—and if no imper- 
sonal channels for expressing such feel- 
ings are provided, they are almost certain 
to be held back until they literally erupt. 
That is why unadjusted grievances are re- 
sponsible for so much employee discon- 
tent. 

There are three steps in the Institute 
Approved Plan for handling office griev- 
ances, as follows: 

Step 1. If any employee has a griev- 
ance, no matter what the cause, and he 
feels the management should do some- 
thing about it, he has the right—and 
should be encouraged—to lay the prob- 
lem before his supervisor. 

Step 2. If the first step does not result 
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in a solution, it should be automatically 
up to the department head to take over 
and adjust the difficulty. This is the point 
at which many grievance settlements fail, 
being stymied by the inability of the su- 
pervisor to bring forth a solution, and by 
the employee’s natural unwillingness to 
go over her boss’s head. This explains 
why every grievance should be recorded 
at the supervisory level—to give the de- 
partment head a chance to ask how things 
worked out. 

Step 3. If the matter remains unsolved, 
it should then be up to the personnel di- 
rector or other designated executive to re- 
view the entire case—either by examining 
the records or interviewing the parties— 
and come to a final decision. Some large 
companies make use of grievance commit- 
tees to act as a final court of appeal. 

Whenever an appeal is taken, it should 
be a standing rule that, regardless of who 
makes the final decision, the employee 
should be informed about it by his super- 
visor. This is important in preserving au- 
thority and keeping “channels” clear. 
Otherwise, far graver difficulties may 
arise. 

It is essential, too, to remember that no 
grievance is really settled unless (1) the 
aggrieved employee is convinced that he 
received a square deal, and (2) unless the 
supervisor feels that he was not compro- 
mised or unjustly treated by those to 
whom appeals were made. Equally impor- 
tant, keep delay from complicating the 
process. A supervisor should make his de- 
cision known to the employee within 24 
hours of receiving the complaint. A de- 
partment head should take no longer than 
three days, if he intervenes in the matter. 
If appealed still higher, the final decision 
should be forthcoming within five days at 
the utmost. 

The morale factor is largely one of 
good human relations—of cheerful, 
friendly, mutual give and take. Too many 
of us err in knowing—and caring—too 
little about the other fellow and his fam- 


ily, friends and problems. One can have 
efficiency of a sort without good human 
relations—but not the kind of office 
where efficient people like to work. 


PROPER WORKING CONDITIONS HELP 


There is no reason why the same 
amount of intelligent planning should 
not be put into the location of desks, 
lights, file cabinets, large office machines 
and other items as into the handling of 
factory floor space and the location of as- 
sembly lines and heavy machinery. It is 
just as important to save steps and reduce 
effort on the part of office employees, by 
keeping departments as unified as possi- 
ble; by seeing that related departments 
are kept adjacent; and by giving each em- 
ployee sufficient space for auxiliary equip- 
ment, such as dictating machines, individ- 
ual files and extra chairs. 

Other physical details which affect 
morale include: proper illumination and 
ventilation; good posture chairs to relieve 
and prevent fatigue; desks the right 
height for comfortable use; proper and 
restful use of color; elimination of unnec- 
essary noise; last, but not least, good office 
housekeeping and clean, sanitary wash- 
rooms. 

The organization of work is another 
important consideration. One could write 
volumes on this subject; in fact, many 
such volumes already have been written. 
Suffice it to say here that the fundamentals 
of good organization are nowhere more 
important than in the office itself. The 
hours spent on charting sound working 
relationships, both staff and line, always 
pay off in years of good results. 

The answer to the unionization threat 
is not one of intransigeance or stubborn 
adherence to the status quo. The only one 
that will matter in the end is the decision 
and the action—to make the white-col- 
lar job worthwhile... . in terms of 
fair and square treatment, of man-to-man 
consideration, and of genuine job-satisfac- 
tion to every employee on the team. 





Five-Day Week for Office Workers 
Is Growing, Survey Finds 


A substantial growth of the five-day 
week for office workers since V-J Day is 
revealed in a survey of 437 industrial and 
commercial companies in twenty cities, re- 
leased by the National Industrial Confer- 
ence Board. During the war, the office 
staffs of only 141 of the companies re- 
porting worked five days per week. Now 
346, or 80 per cent., report that their of- 
fice workers are on the five-day week. 

The trend toward shorter hours is 
noted both among firms which were on 
war-time five-and-a-half and six-day work 
weeks. Nearly two-thirds of the number 
which worked five and one-half days dur- 


ing the war report they have dropped the 
“Saturday morning” work week. Of the 
firms surveyed, 154 reported their wat- 
time schedule called for five and one-half 
days. Since V-J Day, only 54 continue on 
the basis of the “Saturday morning” work 
week. 

An even sharper decline was noted in 
the case of the six-day week. During the 
war, 84 of the reporting companies stated 
their office forces worked “daily except 
Sunday.” Since V-J Day, however, five- 
sixths dropped the longer work-week s0 
that only 14 of the 437 now work “all 
day Saturday.” 
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Defalcation in Relation to Audit, 
Internal Control and Fidelity Bonds 


In this article, Mr. Carey, who is secre- 
tary of the American Institute of Account- 
ants and managing editor of “The Jour- 
nal of Accountancy,” discusses a subject 
that holds genuine interest both for the 
public accounting profession, and corpo- 
vate controllers and financial officers, 
whose problem it is to develop controls 
which will prevent defalcations. 


—The Editors 


Losses running into millions of dollars 
are suffered each year by American busi- 
ness through defalcation by employees, of 
which only a small percentage are covered 
by fidelity bonds. Every businessman natu- 
rally trusts his own employees or he 
would not continue to employ them. He 
often enjoys an unwarranted sense of se- 
curity, which is shattered when a theft oc- 
curs. Then he locks the stable door after 
the horse has been stolen by taking pre- 
cautionary measures that should have 
been taken long before. 

Studies have shown that most default- 
ers are not habitual criminals, or even 
fundamentally dishonest. They often be- 
gin by “borrowing” company money to 
meet financial emergencies. Then if they 
find it easy to continue without discovery, 
they cannot resist the temptation. 

Employers are sometimes to blame for 
permitting strong temptation to dishonesty 
to confront their employees. 

There are three major preventives of 
losses through defalcation. They are inter- 
nal control, audits, and fidelity bonds. A 
book could be written about each of them. 
The purpose of this discussion is only to 
emphasize the fact that the most economi- 
cal and effective defense against defalca- 
tions requires an integration of the three 
major preventives. 

Internal Control: The best defense 
against defalcation is an adequate system 
of internal control, which basically is sim- 
ply a division of duties among employees 
in such a manner that no one person alone 
should be able to defraud the company 
without early detection. Independent au- 
ditors review their clients’ systems of in- 
ternal control in the course of their audits, 
and they often make recommendations to 
a client as to how his system could be 
strengthened. These recommendations are 
often placed in the file for future refer- 
ence and then forgotten. The busy execu- 
tive has many other things to do. But it 
would be good business in every instance 
to carry out the recommendations of the 
accountants for strengthening the system. 


X.UM 


By John L. Carey 


It is the cheapest and most effective way 
of minimizing losses. 

Audits: Audits by independent public 
accountants are sometimes assumed to be 
a satisfactory defense against defalcations. 
This is not a wholly valid assumption. 
Today the primary purpose of most audits 
of business of any size is to provide an 
expert, independent opinion on the finan- 
cial position and results of operations of 
the company concerned. The usual audit 
is based on testing and sampling proce- 
dures which may incidentally, but will 
not necessarily, disclose defalcations. Un- 
less there has been collusion between sev- 
eral of the principal executives, an inde- 
pendent audit should disclose theft of 
amounts having a material effect on the 
reported financial position or earnings. 
The accounting profession has stated pub- 
licly again and again that the customary 
type of audit (financial examination) can- 
not be expected to catch minor irregulari- 
ties, and that the auditor cannot take re- 
sponsibility for detecting them, although 
the deterrent effect of audits may mini- 
mize frauds. 

It is possible to make detailed audits 
that would give reasonable assurance of 
the detection of even minor irregularities 
(though it would not necessarily prevent 
them, unless such audits were made at fre- 
quent intervals throughout the year), but 
such detailed audits would be so expen- 
sive that the game would not be worth 
the candle. The cost of such detailed au- 
diting in companies of any size might be 
greater than probable losses through de- 
falcation. 

Fidelity Bonds: Even a good system of 
internal control, however, does not al- 
ways prevent collusive fraud. If two or 
more employees conspire to defraud the 
employer they may be successful for some 
time without discovery. Again, many com- 
panies are too small to be able to afford 
an internal accounting staff of a size 
which would permit the installation of a 
satisfactory system of internal control. 
Accountants generally recommend, as a 
matter of broad policy, that fidelity bonds 
be taken out on all employees who have 
positions of any importance from the 
viewpoint of fraud prevention. At the 
present time most accountants believe that 
fidelity bond coverage in many companies 
is inadequate in relation to risks involved, 
and recommend extension of such cover- 
age. Adequate coverage not only assures 
recovery of losses from discovered defal- 
cations, but it has a preventive effect, in 
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that the underwriters usually investigate 
the past records of bonded employees, 
and employees may sometimes be deterred 
from theft by the thought that they might 
be prosecuted by the surety company, no 
matter how merciful their boss might be. 

One complication has occurred in re- 
cent years that the accounting profession 
has been attempting, with some success, 
to resolve. Some surety companies, under 
their rights of subrogation, have asserted 
claims against independent public ac- 
countants on the ground that all or a part 
of the loss insured by the company under 
a fidelity bond would not have occurred 
if the independent public accountant had 
not failed to make early discovery of the 
defalcation. 


AUDITOR’S RESPONSIBILITY 


If an independent public accountant 
should be guilty of an affirmatively dis- 
honest act or wilful failure to follow ac- 
cepted audit procedures, he should be 
held responsible. This, however, is quite 
a different thing from holding him finan- 
cially responsible for not discovering de- 
falcations which generally accepted audit- 
ing procedures are not expected to dis- 
close. 

Unless an independent auditor has rea- 
sonable confidence that he will not be 
held responsible by the surety company 
concerned for failure to detect defalca- 
tions (except in case of gross negligence 
or dishonesty) he may feel it necessary to 
protect himself by extending the scope of 
detailed auditing. This would substan- 
tially increase the audit fee. The client 
might decide that he was paying twice for 
the same protection. He might dispense 
with the audit, or drop fidelity coverage, 
or transfer the bond to a surety company 
which will provide the auditor with the 
reasonable assurance that will permit him 
to confine his work to the scope necessary 
for certification of the financial  state- 
ments. 

Surety companies generally have recog- 
nized the position of the accounting pro- 
fession. In December, 1945, twenty-three 
of the companies issuing fidelity bonds 
signed a form of letter to the American 
Institute of Accountants under which 
they have agreed that they will not assert 
claims against accountants in any cases 
not involving affirmatively dishonest or 
criminal acts or gross negligence on the 
part of accountants, and that claims shall 
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Deduction on Tax Returns of 


Portal-to-Portal Pay Settlements 


The fundamental problem of when an 
item of expense becomes deductible for 
federal tax purposes has been raised again 
in connection with claims for retroactive 
portal-to-portal pay. This problem cannot 
be solved solely by reference to the 
method of accounting employed by the 
taxpayer, but must depend upon the limi- 
tations of the Internal Revenue Code and 
court cases thereunder. 

The proper year for claiming a deduc- 
tion is governed by section 43 of the In- 
ternal Revenue Code, which provides that 
“deductions and credits shall be taken for 
the taxable year in which ‘paid or accrued’ 
or ‘paid or incurred,’ dependent upon the 
method of accounting upon the basis of 
which the net income is computed, unless 
in order to clearly reflect the income the 
deductions or credits should be taken as 
of a different period.” 

On the basis of this section the Com- 
missioner of Internal Revenue issued, on 
January 22, 1947, a publicity mimeo- 
gtaph reporting a ruling that ‘‘taxpayers 
may be permitted to allocate the amounts 
of overtime pay and liquidated damages 

. to the year or years in which the 
services to which such payments relate 
were rendered.” From the foregoing quo- 
tation, it is apparent that the Treasury 
Department recognized the injustice of 
compelling retroactive payments to be de- 
ducted all in one year, and this was well 
exemplified by the testimony of Mr. J. P. 
Wenchel, Chief Counsel for the Bureau 
of Internal Revenue, before the Senate 
Judiciary Committee in the portal-to-por- 
tal hearings on January 23, 1947, where 
he said: 

“After much thought we have been 
convinced that there is much to be said 
from equitable consideration for granting 
permission to taxpayers to spread their 
payments over the taxable years in which 
the employees’ services actually were 
rendered.” 

The Commissioner’s ruling relies en- 
tirely on the “unless” clause of section 
43 and reads as follows: “After careful 
consideration, in view of the circum- 
stances herein outlined, it is held, under 
the authority conferred in the last clause 
of the excerpt from section 43 herein 
above quoted, that taxpayers may be per- 
mitted to allocate the amounts of over- 
time pay and liquidated damages for 
prior taxable years necessitated by the 
decision in Anderson v. Mt. Clemens Pot- 
tery Co., supra to the year or years in 


By A. J. Fournier 


which the services to which such pay- 
ments relate were rendered. For the pur- 
pose of this ruling, all suits which have 
been filed against employers and all an- 
swers or other pleadings thereto filed by 
employers may be regarded as directed 
to the ascertainment of the proper amount 
of overtime work to be compensated. for 
rather than as a denial or contest of the 
fact of liability or the fundamental basis 
of computation.” 

Under section 43, a cash basis taxpayer 
ordinarily claims a deduction for the year 
in which payment is made, while an ac- 
crual basis taxpayer ordinarily claims a 
deduction in the year in which the liabil- 
ity accrued, or is incurred, regardless of 
actual payment. In the case of an accrual 
basis taxpayer, however, it is sometimes 
difficult to tell exactly when a liability 
“accrues” or “is incurred.” In general, it 
can be said that a liability accrued for tax 
purposes when the fact of liability and 
the manner of determining the amount of 
liability becomes established. 

Whether a liability is created and if so 
when it comes into existence, is usually a 
mixed question of law and fact. It is es- 
sential to the creation of liability that 
there be between the parties either an 
agreement fixing its amount or making 
the amount readily ascertainable, or recog- 
nizing liability, or an obligation imposed 
by law. If such circumstances exist, the 
deduction is allowable. For instance, an 
additional assessment of tax for a previ- 
ous year must be accrued and deducted 
for Federal tax purposes in the previous 
year, not in the year of additional assess- 
ment, where all the facts necessary for a 
correct computation of tax occurred in the 
previous year. Oregon Pulp & Paper Co., 
47 B.T.A. 772; Burton-Sutton Oil Co. 
Inc., 3 T.C. 1187. : 

Another example of a deductible ac- 
crued liability is so-called ‘‘contingent”’ 
compensation based upon a stipulated 
percentage of sales or earnings for the 
year. Such compensation is not really con- 
tingent for tax purposes, since all the 
events necessary to the determination of 


liability have occurred during the year, 
The fact that the actual computation can. 
not be made until after the close of the 
year is irrelevant. Streine Tool and Mfg. 
Co., T.C. Memo. op., 1945; A.R.R. 31, 
2 C.B. 109. 

To express the same idea negatively, no 
deduction may be claimed for an unpaid 
item where the taxpayer's liability is un- 
certain, disputed, or otherwise contingent 
upon events which have not occurred 
within the taxable year. This rule has te- 
cently been emphasized by two leading 
Supreme Court decisions. In the case of 
Dixie Pine Products Co. v. Commissioner, 
320 U. S. 516, it was held that a taxpayer 
could not deduct in its 1937 return state 
taxes which the state assessed against it 
for 1937, where the taxpayer contested its 
liability in the state courts. The Court 
said: 

. . . . It has long been held that, in 
order to truly reflect the income of a given 
year, all the events must occur in that year 
which fix the amount and the fact of the 
taxpayer's liability for items of indebted- 
ness deducted though not paid; and this 
cannot be the case where the. liability is 
contingent and is contested by the tax- 
payer. Here the taxpayer was strenously 
contesting liability in the courts and, a 
the same time, deducting the amount of 
the tax, on the theory that the state’s exac 
tion constituted a fixed and certain liabil- 
ity. This it could not do. It must, in the 
circumstances, await the event of the state 
court litigation and might claim a dedu- 
tion only for the taxable year in which is 
liability for the tax was finally adjudi- 
cated.” 

In the case of Security Flour Mills Co. 
v. Commissioner, 321 U. S. 28, the tax- 
payer attempted to deduct in its 1935 te 
turn, certain AAA taxes, liability for 
which it disputed. In holding that the de 
duction could not be claimed, the Supreme 
Court stated: 

... Ut is settled by many decision 
that a taxpayer may not accrue any expense 
the amount of which is unsettled or the 
liability for which is contingent, and this 
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A QUESTION WORTH PONDERING 


debate, Mr. Fournier provides an analy- 
sis that is indeed timely and likewise challenging. Controllers should review his 
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inciple is fully applicable to a tax, lia- 
bility for which the taxpayer denies and 
payment whereof he is contesting.” 

The above-quoted portions of the deci- 
sions make it clear that a dispute as to lia- 
bility is not the only circumstance that 
will require disallowance of the deduc- 
tion. For example, even though there is 
no dispute as to liability, no deduction is 
diowable for anticipated refunds of com- 
missions earned during the year, where 
the liability for the refunds has not been 
definitely established during the year in 
question. Such an item is merely a contin- 
gency reserve, not deductible for tax pur- 
poses. Brown v. Helvering, 291 U. S. 
193. 

Another example is that of a retroactive 
change in a tax law substantially affect- 
ing the taxpayer’s liability for a previous 
year. In such a situation it has been held 
that the change in the law constitutes a 
contingency or uncertainty sufficient to re- 
quire deferment of the deduction of tax 
until the change in the law has been en- 
acted. Thus, where the Massachusetts cor- 
poration excise tax for 1935 was materi- 
ally amended, both as to rates and as to 
tax base, by legislation passed in June 
1936, the deduction of the tax for Federal 
tax purposes was held not to be allowable 
until 1936. Van Norman v. Welch, 141 
F. (2d) 99. The same result has been 
reached with regard to the proper year of 
deduction of a new tax retroactively im- 
posed upon a previous year's income. 
Union Bleachery v. Commissioner, 97 F. 
(2d) 226. 

The same principles have been applied 
with regard to amounts paid on account 
of O.P.A. violations. The Treasury De- 
partment has ruled that the time of ac- 
crual of liability with respect to amounts 
paid pursuant to judgment is the date on 
which the judgment becomes final, and 
with respect to amounts paid in compro- 
mise, the date of accrual is the date on 
which, by agreement or otherwise, liabil- 
ity to make such payments becomes fixed 
and certain. I.T. 3800, C.B. 1946-10- 
12308. 

With regard to the year of accrual of 
compensation for services, the same rules 
have been applied. The courts have fre- 
quently held that contingent compensa- 
tion is not deductible until the contin- 
gency has been settled. Harrington Co., 
6 T.C. 720. In 1.T. 3412, 1940-2-C.B. 
174, it held that awards made by the 
N.L.R.B. in favor of employees were de- 
ductible by employers in 1938, “the year 
in which the decision of the N.L.R.B. 
was rendered and the liability became 
fixed and determined.” In the case of 
salary increases requiring the approval of 
the National War Labor Board, the Treas- 
uty Department has ruled that even 
though an employer may be willing and 
teady to pay the increases for prior years’ 
services, such increases are not deductible 
until the employer's application for ap- 
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proval has been filed with the National 
War Labor Board. I.T. 3716, 1945 C.B. 
140. Of course, if the employer contests 
the wage increases, the deduction is al- 
lowable only for the year in which the 
controversy is settled. 

Interestingly enough,’ in I.T. 3563, 
1942-2 C.B. 115, it was originally ruled 
that the taxable year in which employers 
should deduct amounts paid under the 
Fair Labor Standards Act of 1938 as res- 
titution for deficiencies in wages for prior 
years is the year in which the services 
were rendered. However, this ruling was 
reconsidered in the light of the Dixie 
Pine decision, and accordingly modified 
by I.T. 3746, 1945 C.B. 141 to the effect 
that in any case where liability was dis- 
puted, such amounts should be deducted 
for the taxable year in which liability was 
finally determined. 


“PORTAL” LIABILITY 


The very existence of portal-to-portal 
liability can well be looked upon as unde- 
termined and contingent until June 10, 
1946, the date of the Supreme Court de- 
cision in the Mt. Clemens case. On the 
basis of the above rulings and the cases 
previously cited, it is difficult to justify 
the Commissioner’s ruling that such por- 
tal-to-portal liability for prior years may 
be allocated to the years in which the 
services were rendered. 

The judicially-established rules prohib- 
iting the deduction of doubtful items by 
a taxpayer on the accrual basis apparently 
do not apply in the case of an item which 
has actually been paid prior to the time 
liability is finally determined. In such a 
case the taxpayer is entitled to the deduc- 
tion in the year of payment, even though 
the determination establishing his liability 
does not occur until a later date. Chestnut 
Securities Co. v. U. S., 62 Fed. Supp. 574. 

It has been thought that the “unless” 
clause in section 43 will justify relating 
back any deduction to the year in which 
the related income arose and was taxed, 
notwithstanding the contrary rules estab- 
lished by the courts. This clause, ‘unless 
in order to clearly reflect the income the 
deductions or credits should be taken as 
of a different period,” has often been mis- 
interpreted. Although it is true that there 
are statements in the court decisions that 
deductions should be applied against the 
income they helped to create, this does 
not mean that such deductions should be 
linked to the identical income in connec- 
tion with which it was paid, incurred or 
accrued. To do so would result in hope- 
less uncertainty and confusion and would 
destroy the basic concept that there should 
be an annual assessment on the basis of 
the method of accounting used by the tax- 
payer. 

In enacting the “unless” clause in sec- 
tion 43, Congress did not intend to nul- 
lify the ordinary principles of the accrual 
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basis, or to put tax determination on a 
transactional rather than an annual basis. 
The Supreme Court in the Security Flour 
Mills case, has flatly so held, saying: 


". ... The qualifying clause of sec- 
tion 43 was first added as section 200 (a) 
of the Revenue Act of 1924. The reports 
of both House and Senate Committees 
concerning this change said: 

The proposed bill extends that theory 
to all deductions and credits. The neces- 
sity for such a provision arises in cases in 
which a taxpayer pays in one year interest 
or rental payments or other items for a 
period of years. If he is forced to deduct 
the amount in the year in which paid, it 
may result in a distortion of his income 
which will cause him to pay either more 
or less taxes than he properly should. 

From these reports it is clear that the 
purpose of inserting the qualifying clause 
was to take care of fixed liabilities payable 
in fixed installments over a series of years. 
For example, a tenant would not be com- 
pelled to accrue, in the first year of a 
lease, the rental liability covering the en- 
tire term nor would he be permitted, if he 
saw fit to pay all the rent in advance, to 
deduct the whole payment as an expense 
of the current year. But we think it was 
not intended to upset the well understood 
and consistently applied doctrine that cash 
receipts or matured accounts due on the 
one hand, and cash payments or accrued 
definite obligations on the other, should 
not be taken out of the annual account- 
ing system and, for the benefit of the 
Government or the taxpayer, treated on a 
basis which is neither a cash basis nor an 
accrual basis, because so to do would, in 
a given instance, work a supposedly more 
equitable result to the Government or to 
the taxpayer. .... 

But the petitioner urges that section 43 
has altered the rule so that a hybrid sys- 
tem partly annual and partly transactional, 
may, within administrative discretion, be 
substituted for that of annual accounting 
periods. It urges that the change was due 
to the desire of Congress to prevent dis- 
tortion of true income. This must mean 
distortion of true income, not of a given 

year, but, in the light of ultimate gain, 
from a series of transactions over a period 
of years, growing out of, or in some way 
related to, an initial transaction in the tax- 
able year. The very section on which peti- 
tioner relies, however, reiterates the ad- 
herence of Congress to the system of an- 
nual periods of computation.” 


From the above opinion it will be seen 
that the qualifying clause of section 43 
has a peculiar technical meaning, and that 
it should not be relied upon to justify a 
transfer of deductions from one year to 
another except in the limited circum- 
stances as described by the Court above. 

In view of the above analysis, the va- 
lidity of the Commissioner's ruling of 
(Please turn to page 142) 








Would there be fewer strikes and other 
evidences of dislocations in the relations 
between management and employees if 
industrial workers knew and understood 
the facts of business life, particularly cor- 
porate profits? The answer is emphati- 
cally ‘‘yes’”—notwithstanding the fact 
that the record-breaking strike losses of 
recent years coincide with a rapid in- 
crease in the number of companies is- 
suing financial reports to employees. 

Looking beneath the surface of the 
current disturbances, we find evidence 
indicating clearly that there is something 
seriously amiss with the manner in which 
management shares information with its 
employees. In the General Motors strike, 
for example, it was evident not only 
that the workers and their organizations 
failed to understand the financial position 
of the company, but also that they lacked 
confidence in the reported figures. Not 
believing the figures as they were pre- 
sented, the union insisted that it be per- 
mitted to examine the books to determine 
for itself why the company would not 
agree to pay the wages that were being 
demanded. The situation was further con- 
fused by the appointment of a fact-find- 
ing board to study and interpret the fig- 
ures. 

There is no intention in this article of 
examining the wisdom or the propriety 
of informing employees about the finan- 
cial position of the companies for which 
they work. In the first place, the author 
is disposed to take managements at their 
word when they say they want to do so. 
In the second place, he sees it as axio- 
matic that only through establishing com- 
munity of interest between management 
and workers can sound labor relations 
ever be established. It is perfectly clear, 
of course, that in financial matters, as 
well as in other management areas, there 
are many points which cannot be ex- 
plained or even divulged to workers, but 
that is no reason for not going as far as 
possible in establishing understanding. If 
the attempt is made intelligently and in 
the proper spirit, workers will appreciate 
it for what it is, and the purpose will be 
achieved. 


THE PARADOX 


Lack of confidence in companies’ pub- 
lished figures, together with the effects 
of a powerful adverse propaganda, have 
created the general impression among 
employees that their companies are mak- 
ing considerably more money than is 
shown by the profits reported. Almost 
invariably the typical employee, when 
asked what he thinks is a fair rate of 
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profit to earn, mentions a figure that is 
substantially higher than the earnings re- 
ported by his company. Yet even when 
this fact is pointed out to him, he still 
believes his company earns too much. 
This hardly makes sense, but it does sug- 
gest that the point of view of the worker 
is dictated by emotion rather than reason. 

To make the situation more confusing, 
employees seem shockingly indifferent to 
the reports prepared for them. This fact 
shows clearly in the results of polls, like 
the one recently taken by the Armstrong 
Cork Company, where the author serves 
as controller. A cross-sectional sample of 
workers in a number of the company’s 
factories were asked to state how often 
they read each of the eleven types of 
news items appearing regularly in the Re- 
porter, its employees’ magazine. Although 
the returns could not be reduced to pre- 
cise relative values, they did nevertheless 
indicate that only one kind of news ranks 
lower in readership interest than the an- 
nual and semi-annual financial reports of 
the company. It should be noted that for 
nearly ten years the company has pre- 
sented a separate financial report designed 
especially for employees (with charts and 
other illustrative material), at first as a 
separate publication and then, from the 
time the Reporter was started five years 
ago, as an item in it. The personnel of 
the company have had plenty of time to 
establish reading interests and habits. It 
is therefore of more than usual signifi- 
cance that the financial reports published 
in the Reporter have apparently failed to 
attract and hold attention. The employees 
of many other companies appear to be 
equally indifferent to the financial infor- 
mation given to them. 

Why this paradox: the disinterest in 
the figures, on the one hand, and the 
persistent allegations about profits and 
ability to pay, on the other hand? It is 
conceivable, of course, that the disinter- 
est is simply due to the feeling of many 
workers that they can’t do anything about 
it—the sort of hopeless, helpless, sense 


of futility that many conscientious citi- 
zens feel about the size of the govern. 
ment debt—and life is too short to worry 
about it anyway. Yet this can hardly be 
the only, or even the principal, explana- 
tion of the lack of interest in the pub- 
lished figures. It is equally possible that 
management’s efforts to share financial 
information with employees have been so 
deficient as to defeat their own purposes, 
And why, it may be asked, will com- 
panies continue to prepare elaborate and 
expensive reports for employees when 
they would not think of continuing prod- 
uct advertising that was so ineffective, 
judged by the usual standards? 


MANAGEMENT'S APPROACH 


All of this points to the fact that be- 
tween many employers and their em- 
ployees the lines of financial communica- 
tion are practically down. Certainly the 
problem is serious and requires, above 
all, objective analysis. The purpose 
should not be to find out who is wrong 
and who is right, but rather to discover 
and to understand the principal facts 
with which management must deal. At 
the outset such questions should be 
asked as: How should management ap- 
proach the problem of sharing informa- 
tion with employees? What mistakes 
have been made? What should be 
avoided in the future, and what should 
be done that has not been done? Why 
are employees suspicious of the figures 
reported to them, and what can be done 
to increase their confidence in the man- 
agements of the companies for which 
they work? 

‘Lack of Effort. Consider the intelli- 
gence, resourcefulness, and determination 
that businessmen display in handling 
other problems no less difficult and no 
more important. In the development of 
a new product, for example, there is 
frequently nothing tangible to start with, 
nothing except the vague idea of a func 
tion that might be performed. The best 
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ing on a most timely subject. 





CONFIDENCE IS ESSENTIAL 


agement and employees, it is important that the company which. aims at the | 
development of understanding through the sharing of information, “be pre- | 
pared to answer candidly any question it is asked.” But, as Mr. Powlison points | 
out, this “does not require that information be given out when the interests of 
the company and its employees might thereby be injured.” In the observations 
presented in this paper, which is reprinted by permission from the “Harvard 
Business Review,” controllers will find a thoughtful summary. of pertinent think- 


confidence and respect between man- | 
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brains available are assigned to the task, 
laboratory experiments are made, and at 
the proper stage factory operations are 
simulated in the laboratory on a pilot 
plant scale. Subsequently, limited produc- 
tion runs are made in the factory on a 
commercial scale, and on this basis the 
product is finally evaluated. The required 
equipment is engineered and ordered; 
promotion, advertising, and selling pro- 
grams are planned and put into opera- 
tion. Thus the best possible combination 
of men, money, materials, and machines 
is put together to do an efficient job. 

If employers are really sincere about 
wishing to share information with em- 
ployees so that employees will want to 
cooperate in making business successful, 
they clearly have fallen short of their 
usual standard performance as shown in 
the way they handle materials and ma- 
chines—and far short of the miraculous 
production job they accomplished in sup- 
plying the munitions of war. As it 1s, 
many of them appear to be making spe- 
cial reports to employees because other 
companies are doing so and it is, there- 
fore, “the thing to do.” On that basis, 
the job can hardly be expected to be ef- 
fective. 

If a company is going to explain the 
facts of its business to employees, at least 
it should start at the logical point, that 
is, trying to find out what employees 
really want to know. Strange as it may 
seem at first glance, however, the requests 
of employees cannot be relied upon as an 
indication of what information em- 
ployees want. Employees are just like all 
the rest of us in that they frequently ask 
for one thing when they want something 
else. Sometimes failure to tell the real 
reasons, the real desires, is conscious; 
more often it is unconscious. If company 
officials are told that sales are declining 
because something is wrong with the 
product—the finish too dull, the patterns 
too bright, or whatever it may be—they 
insist on testing market reactions in a 
number of ways before concluding that 
they understand the actual causes of the 
sales resistance. Yet because it is the easy 
thing to do, employers have sometimes 
reported the facts asked for by employees 
instead of undertaking the fundamentally 
sound, but difficult, job of finding out 
what is really wanted. 

Other expedients have been adopted 
with no more than indifferent success. 
The reports of other companies have been 
studied in search of novel presentations. 
Such a procedure, though again it is easy 
to use, seldom if ever produces a pro- 
gram tailored to meet the individual re- 
quirements of a specific company situa- 
tion. Giving father and the children the 
medicine that the doctor prescribed for 
mother may save money, but it has its 
limitations. 

Protestations of Virtue. Some have used 
the report to tell employees how gen- 
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erously they have been treated. In con- 
nection with this, it must be remembered 
that businessmen, their policies, and par- 
ticularly the profits they are believed to 
earn have been under severe and at times 
vicious attack for a number of years. It 
is only natural, therefore, for business 
management to want to tell employees 
what has been done for them. In order to 
do this, some employers show in reports 
to employees the total of wages and sal- 
aries paid in contrast with the profits 
earned. Not infrequently, depending 
upon the type and profitability of the 
business, these compensation payments 
will be as much as ten or even twenty 
times as large as profits earned. 

This is interesting information, but the 
purpose in presenting it is defeated when 
the implication is made directly or indi- 
rectly that the ratio is an indication of 
the extent to which workers are volun- 
tarily and purposefully treated better than 
stockholders. Some companies imply this 
by taking the amount paid out in the 
form of wages and salaries, adding it 
to the net profit earned, and calling the 
total ‘‘divisible income.” This terminol- 
ogy suggests that management has it 
within its power voluntarily to keep prof- 
its low and wages high in order to be 
generous to employees. As a matter of 
fact, the total amount expended by a com- 
pany as compensation varies substantially 
from industry to industry, is fairly well 
set for each company by competitive and 
other external conditions, and cannot be 
precisely controlled by a particular man- 
agement. Carried to its logical extreme, 
the management which reported a loss 
would by this method of presentation ap- 
pear to be relatively the most generous to 
its workers, whereas actually it might be 
the least satisfactory employer in the in- 
dustry. 

Generally speaking, it is psychologi- 
cally bad for a company, just the same as 
it is for an individual, to indulge in pro- 
testations of virtue. No one, not even our 
best friend, likes us to tell him, and tell 
him repeatedly, how good we have been 
to him. It irritates, it tends to produce 
negative reactions, and furthermore it is 
defensive. It is a way of trying to find the 
right answer by soliciting commendation 
for what we have already done rather 
than by trying to find out what the em- 
ployee wants and why he wants it and 
then doing what is reasonable about it. 
Many of the good deeds business is still 
boasting about have long since come to be 
considered as rights—not as benefactions 
provided voluntarily and generously by 
employers. If what we are doing for em- 
ployees is really new and is a worth-while 
advantage to them, then we ought to 
ballyhoo it on its merits rather than as an 
evidence of our generosity. When a num- 
ber of companies are doing it, we should 
modestly call it to the attention of our 
employees. When everybody is doing it, 
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we should not continue to say it is won- 
derful. 

Material designed to show employees 
how well they have been treated, if it is 
to be used at all, must be handled with 
unusual care in periods of strained person- 
nel relations. This applies to all compa- 
nies, but particularly to those which do 
not share information with their workers 
when everything seems to be going all 
right. Information broadcast under stress 
will usually be regarded as propaganda 
designed to “‘sell a bill of goods,” to 
strengthen the company’s bargaining po- 
sition. When this impression has once 
been created, it may take years to estab- 
lish the confidence of employees in the 
objectivity of information given to them 
by management. 

Two other situations involving basic 
differences of opinion between employees 
and employers may be mentioned because 
they are stressed in one way or another in 
company reports to employees and thus 
contribute to misunderstanding if not an- 
tagonism. These may also be classed as 
“expedients” or perhaps “short cuts,” be- 
cause they dispense with the thorough 
analysis that might eliminate much if not 
all of the basic difficulty. The first of 
these has to do with security; the second 
with free enterprise. Do these subjects 
carry conviction in the way they are usu- 
ally introduced into discussions of com- 
pany figures, or are workers likely to look 
on them as window dressing, a futile at- 
tempt of management to “‘sell’” them the 
idea that the wage rate cannot be boosted ? 

Security versus Accomplishment. Many 
employers make much in their reports of 
the way they are providing for the em- 
ployees’ security with sickness benefits, 
old age pensions, even guaranteed wages. 
The assumption is that this kind of secur- 
ity is what employees want. Of course se- 
curity is important to employees; it is to 
all of us. But what management at times 
appears to overlook is that workers cannot 
really feel secure in unsatisfactory work 
situations. When jobs are plentiful, dis- 
satisfied workers will seek employment 
elsewhere, or will strike to get what they 
want. Many will try to go into business 
for themselves. To test this for ourselves, 
let us pick a worker in a plant—one about 
30 years old with a wife and a couple of 
children, who has what it takes to get 
ahead—and let us ask him if he is going 
to stay in our plant all his life; let us ask 
him what dream of the future he has in 
the back of his mind. He is likely to tell 
us that he hopes some day to have a little 
business of his own, a filling station or a 
cabinet making shop perhaps; that his 
dream is of the day when he can be his 
own boss. This is true of thousands of ex- 
G.I.’s who are today going into small 
businesses for themselves or making their 
plans, building their hopes, to do so just 
as soon as they can swing it. 

Does not all this mean that security in 
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a particular job is not so important as the 
feeling of accomplishment, the feeling of 
amounting to something as an individual, 
the feeling that comes with recognition of 
and reward for work well done? These 
are the primary specifications of security 
that must be met. Our big job, therefore, 
is to make it possible for our employees to 
gain these satisfactions from their work 
with us so that their dreams and aspira- 
tions will be of the future they expect to 
have working in ovr plant. 

Retirement plans providing for security 
in old age are no substitute for a sense of 
satisfaction in the work of today. This is 
demonstrated over and over by the will- 
ingness of workers to jeopardize or lose 
their standing in retirement programs by 
changing jobs in the hope of obtaining 
immediate satisfactions. Furthermore, the 
appeal to security as assurance against loss 
of employment, disability, or old age is 
an appeal to negative emotions like fear; 
however important such security may be, 
it does not provide the foundation on 
which to build longrun constructive rela- 
tions, and it is particularly ineffective 
when there are plenty of jobs available 
and when industrial disturbances are an 
expression of workers’ discontent with 
their lot—not the workers in a particular 
plant but wage earners as a group. 

What management can do to instill a 
sense of accomplishment in workers is an- 
other question; the point here is simply 
that many employers seem to over-esti- 
mate the importance of the kind of secur- 
ity they talk about in their reports to em- 
ployees and to assume that it is the kind 
of security in which workers are inter- 
ested. 

Extolling Free Enterprise. It is only 
natural that management should want to 
talk about the advantages of free enter- 
prise; they are many, they are real, and 
they deserve to be pointed to with pride. 
But workers can hardly be blamed for not 
believing that the preservation of free en- 
terprise as a system is necessarily bound 
up with the profits of a particular indus- 
try or of a particular plant. Furthermore, 
there is a basic difference in point of view 
which management is likely to overlook 
when it seeks the workers’ approval of its 
version of free enterprise. 

(1) Many employees individually and 
through their organizations contend that 
they are enthusiastic supporters of the free 
enterprise system. They believe in it, rec- 
ognize that it has made possible the high 
standard of living which we enjoy—but 
they want to change the conditions upon 
which they participate in it. They are par- 
ticularly (but not exclusively) interested 
in increasing their proportionate share of 
the product of the system. 

(2) Many employers say this cannot 
be. If the free enterprise system is changed 
as workers want to change it, the conten- 
tion is that there will be no profit; and if 
there is no profit, the system collapses. 
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When employers argue this way, employ- 
ees feel that they are accused of wanting 
to destroy the system. Misunderstanding 
and resentments are created because man- 
agement unfortunately launches into an 
enumeration of the benefits of the system 
before explaining convincingly just why 
the relative shares of the participants in it 
cannot be changed without causing the 
whole system to collapse. 

It is generally agreed that management 
cannot take for granted that everyone un- 
derstands the fundamentals of free enter- 
prise. Workers in particular are told by 
their economists that the system can be 
changed and that the historical record of 
business in this country proves it. If this 
were not true, they ask, how could busi- 
ness have developed and prospered so 
notably during the last 100 years when 
hours of labor were decreasing and real 
wage rates rising substantially ? 


FUNDAMENTAL MISUNDERSTANDING 


Up to this point we have been discus- 
sing some of the mistakes management 
has made in its approach to the problems 
of sharing financial information with em- 
ployees. It is much easier, however, to see 
specifically what ought not to be done 
than it is to indicate what should be done. 
Experience is a rugged teacher, and she 
insists upon our learning the hard way; 
she teaches us painfully the ‘‘do not’s” 
and puts us strictly on our own to dis- 
cover the “do’s.” Yet management must 
not only eliminate its own mistakes; it 
must try to overcome the difficulties that 
emanate from the reactions of the work- 
ers. Granted that most of our troubles in 
working with people are attributable to 
misunderstanding, the first step in deter- 
mining how to share information with 
employees constructively is to identify the 
possible causes of misunderstanding on 
their part; and it is to this purpose that 
we now address ourselves. We shall then, 
in the next section, go on to consider 
what constructive steps can be taken. 

Let us repeat that many workers today 
do not have confidence in what they are 
told about the business by their employ- 
ers; they are suspicious of the motives of 
management and, therefore, do not accept 
the profit figures given to them as being 
accurate. If this is true, there must be a 
reason for it. The easy answer, of course, 
is that the mistakes of management which 
have been ce eh effectively by the an- 
tagonistic publicity of unions and other 
groups have resulted in such distortion of 
the facts as to give workers and the public 
an entirely erroneous impression of busi- 
ness. Another easy answer is to say that 
since workers appear to want all they can 
get, regardless of the consequences, they 
will not believe any figures which stand 
in the way. 

It is difficult to imagine, however, that 
the confidence of workers could become 








so shaken unless there were such under- 
lying and fundamental bases for misun- 
derstanding as those about to be discussed, 

Technical Terminology. Much misun- 
derstanding arises because financial state- 
ments are couched in accounting termi- 
nology. Earned surplus, for example, 
means to an accountant the aggregate of 
cumulative net operating results during 
the history of the company. To a layman, 
however, surplus usually means cash 
which is not needed in the business and 
is, therefore, excess or superfluous. 

Misunderstanding concerning this one 
term is of vital importance in the negotia- 
tion of demands for higher wage rates, 
especially when the union insists upon 
wages based upon ability to pay. Because 
of the variations in state laws and the al- 
ternative procedures open to accountants, 
it is not always possible for even a trained 
accountant to feel sure that he knows the 
meaning of surplus as it is used on a bal- 
ance sheet. If surplus is not shown as 
“paid-in” and “earned” separately but ap- 
pears as one item on the balance sheet, it 
is necessary for anyone who wants to un- 
derstand the position of the company to 
find out by inquiry or by reference to a 
detailed analysis of the surplus account 
just what the item means. 

Many other terms, such as depletion, 
burdens, overabsorption and underab- 
sorption, accruals, and accelerations, are 
likewise very confusing. The “now you 
see it and now you don’t” type of thing, 
such as fixed expense which is variable 
per unit and variable expense which is 
fixed per unit, is understood by account- 
ants, yet to laymen it is not only perplex- 
ing but sometimes actually misleading. 

Indefinite Judgments. An even more 
important source of misunderstanding lies 
in the fact that many accounting items, 
particularly profits, are not an absolute 
thing in the sense that a thermometer ot 
scale reading is. Financial statements are 
not definite and invariable since they de- 
pend upon a synthesis of facts, conven- 
tional practices, judgments, and “best 
guesses” on the part of those who put 
them together. No businessman knows 
for sure how much profit is being made 
at any given time. Falling prices reduce 
inventory values and profits. Adjustments 
for discrepancies between book inven- 
tories and physical inventories taken at 
the end of the year affect profits. Operat- 
ing results are also influenced by reserves 
for doubtful accounts, revaluations of in- 
vestments, revised computation of tax lia- 
bility, obsolescence of material and equip- 
ment, and all the large group of items 
generally included under the terms “cot- 
tingencies” and “suspense.” 

In this connection it is necessary to fe 
member that the flow of business goes on 
from month to month and from year t0 
year without interruption. For tax and 
other reasons, however, financial state- 
ments are prepared for stated dates and 
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periods of time, and for this purpose it is 
necessarily assumed that the flow of busi- 
ness momentarily stops. Factors affecting 
the earnings in the period before the stop 
frequently do not become known until 
the ensuing period. Businessmen know 
these things as a matter of personal expe- 
rience. Those whose work and training 
have not brought them in direct contact 
with accounting practices are not always 
fully aware of these and other reasons for 
which operating results cannot be exact 
and final. 

The importance of the fact that many 
judgments must of necessity enter into 
profit determination becomes clearer when 
viewed in the light of the characteristically 
conservative approach of businessmen to 
the accounting phase of running a busi- 
ness. 

Pessimistic Bias. Since the memory of 
man runneth not to the contrary, account- 
ants have been guided by the axiom 
which says in effect, “Provide for all pos- 
sible losses and anticipate no profits.” 
When reporting the actual operating re- 
sults of a period just ended or budgeting 
the income and outgo for a future period, 
businessmen follow the accountants’ ax- 
iom by making provision for all possible 
adverse developments beyond their con- 
trol and by not anticipating any favorable 
“breaks.” Provision is made through the 
use of reserves, for instance, for loss of 
inventory value due to price declines and 
for other contingencies which would re- 
duce profits if they occurred ; it is as if the 
businessman were to make the pronounce- 
ment that there must be no surprises in 
the business unless they are good ones. 
Yet such reserves, unless they are created 
out of surplus, reduce profits. Thus profits 
tend at times to be understated by reason 
of a conservative or pessimistic bias. 

Lest the impression be created that bus- 
inessmen are conservatives or pessimists 
in a general sense, it is added here paren- 
thetically that they are two-sided, pessi- 
mists on the one side and optimists on 
the other: (1) When they are dealing 
with financial statements, their bias is 
conservative. When they are preparing 
operating budgets, their slogan is, “A 
dollar saved is a dollar earned.”’ More- 
over, businessmen characteristically are 
pessimistic about the possible effects upon 
their businesses of the broad external eco- 
nomic factors such as swings of the busi- 
ness cycle, adverse price movements, and 
unemployment costs. (2) On the other 
hand, when dealing with the development 
and the growth of the business, their slo- 
gan is, “You have to spend money to 
make money.” Busihessmen are eternal 
Optimists about what their management 
can accomplish. They never sell manage- 
ment short by setting up reserves to cover 
losses which may result from inefficiencies 
and from inability to compete effectively. 
But this optimistic side is seldom reflected 
in published statements. 
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Labor organization propagandists and 
some governmental spokesmen have seized 
upon the pessimistic aspect of corporate 
reports to discredit management. In this 
manner the impression has been created 
that business reports whatever profits it 
wants to for bargaining or other purposes. 
Is it any wonder that employees manifest 
little interest in financial statements and, 
what is worse, look upon them frequently 
with positive skepticism and distrust ? 


CONSTRUCTIVE STEPS 


If, as seems to be the case, the technical 
and indefinite nature of accounting and 
the conservative bias of businessmen are 
fundamental in a causal sense to misun- 
derstanding and distrust, what is to be 
done about it? There are several possible 
courses of action, all of them important. 
Let us first look at what might be consid- 
ered the more superficial method, and 
then go on to examine a few matters of 
considerably deeper import. 

Explaining Accounting. There is no 
good reason why accountants should not 
contribute to the understanding of what 
they have to say by using in so far as pos- 
sible ethe language of the lay-receiver 
rather than their own specialized termi- 
nology. 

It is to be recognized, of course, that ac- 
counting terms, with standardized mean- 
ings built up by years of usage, facilitate 
communication between those who under- 
stand the terms because they stand for 
complex ideas which might otherwise re- 
quire many paragraphs of definition every 
time they were used. Explanation to lay- 
men runs the danger of defeating its own 
purpose through heaviness and resultant 
boredom. There is also the difficulty of 
who is to do the explaining. Accountants 
may be dominated by their own terminol- 
ogy; and, if they are not, they may not 
have the “teaching” ability which would 
seem to be required. Finally, there is the 
question whether the purpose can ever be 
achieved in published reports or other 
“paper” communications, or whether it 
does not demand oral presentation with 
opportunity for questions and answers. 

Yet progress can be and has been made. 
Scientists, lawyers, and physicians, though 
using their own jargon when talking to 
associates, for the most part use nonpro- 
fessional language when talking to lay- 
men. Accountants can take a leaf from 
their book. For some companies, more- 
over, it may be possible to appoint special 
personnel, combining knowledge of ac- 
counting and understanding of workers, 
to handle the problem. Furthermore, if it 
is deemed important enough, a few hours 
may be added to the indoctrination period 
through which many companies put new 
workers for the purpose of “teaching” 
some of the elements of accounting. 

There is also no good reason why man- 
agement should not at least try to do 
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something specific about counteracting 
the lack of precision in accounting by ex- 
plaining fully and in simplified language 
the meaning and the importance of the 
principal judgments which have a bearing 
upon the operating results reported. 

It is of course far from easy to clarify 
the judgments involved in such proce- 
dures as the establishment of depreciation 
rates and the creation of reserves for 
losses in value of investments and reserves 
to protect the company against a decline 
in inventory value (in addition to the 
protection provided by the “market or 
cost whichever is lower” evaluation). 
There is also uncertainty about the way 
in which contingency reserves are set up. 
Some are created out of earned surplus, 
and some are set up out of current earn- 
ings. The manner in which any specific 
reserve came about is not necessarily made 
clear on a summary statement of balance 
sheet accounts. Explanation is needed, and 
in lay language. These are only two exam- 
ples of difficulties which must be over- 
come in making balance sheets and oper- 
ating statements understandable, though 
not absolute and precise, bodies of infor- 
mation. 

Difficult as it obviously is to give the 
employee whose function is not related to 
accounting a background which will en- 
able him to understand its workings, the 
experience of corporations and of educa- 
tional institutions indicates that it is a 
worth-while undertaking. Those who con- 
duct practical courses designed to give to 
the worker or student an understanding 
of financial reports uniformly express 
amazement at the extent of the misunder- 
standing of accounting processes and at 
the rapidity with which the point of view 
changes to the constructive side when the 
figures are understood. Undoubtedly, hon- 
est and skillful teaching is needed and 
will produce remarkable results in build- 
ing the kind of understanding upon 
which a desire to cooperate must necessar- 
ily be built. 

Less specific, but perhaps more impor- 
tant, is the possibility of changing the 
traditional approach of businessmen in 
such a way as to eliminate their character- 
istic pessimistic bias when working with 
financial statements and to substitute 
therefor an “‘on-the-nose” point of view. 
Needless to say, it is just as important for 
all parties of interest, including workers, 
to know the favorable contingencies as it 
is for them to be insulated against “bad 
news’ as they now are. If it is not possi- 
ble to bring about this change, then the 
alternative would seem to be to supply 
sufficiently detailed and definite support- 
ing information so that the reader of 
statements can make such adjustment as 
he wants to bring them into an “on-the- 
nose” focus. 

Communication Lines. It should be 
clear that the facts of business, and of 
profits in particular, cannot be shared 
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with employees unless there is under- 
standing and confidence between employ- 
ers and employees and the communica- 
tion lines between them are kept open. 
When the channels through which infor- 
mation must flow are clogged, confidence 
is lost not only in the accuracy of reported 
figures but also in the ability of manage- 
ment to run the business efficiently. 

Virtually every case of negotiation be- 
tween employers and employees or their 
representatives reveals the existence of a 
feeling that the business is not well run. 
For example, when there is a “‘seller’s 
market” for practically all products, em- 
ployees frequently criticize as unnecessary 
expense the amounts paid by companies 
for costly advertising and the maintenance 
of large sales forces. When business is 
faced with acute material shortages and 
must resort to the use of whatever substi- 
tutes may be available, employees fre- 
quently are critical because production is 
slowed down, and they feel that manage- 
ment is trying to make more money by 
utilizing cheaper materials. Similarly, 
when expensive new machinery is in- 
stalled, it sometimes takes as much time 
as a year or more to eliminate the “bugs” 
and to establish operations on an efficient 
basis. During the period of lowered and 
interrupted production, employees fre- 
quently question the judgment of manage- 
ment in making the investment required 
for the new machine and are resentful of 
the effect of production difficulties upon 
their own income, especially when incen- 
tives in one way or another are geared to 
output. 

Fundamentally the lack of confidence 
in employers’ ability to run the business, 
as reflected in these examples, is traceable 
to the fact that the communication lines 
are down between management and em- 

loyees. When this is the case, it will usu- 
ally be found that communications are 
likewise unsatisfactory within the ranks 
of management itself. Thus foremen and 
others who have the direct contacts with 
hourly workers are not in position to ex- 
plain what is going on so that unfounded 
criticism will not arise in the first place 
or, if it does arise, so that it will fall apart 
before it has a chance to become serious. 

Remember, too, that it is vitally impor- 
tant to maintain consistencey in the eyes 
of employees. The statements, the figures, 
and the plans of management must “hang 
together” if confidence is to be estab- 
lished. It is generally recognized that, 
whether right or wrong, employees feel 
that ability to pay is of determining influ- 
ence with respect to wage rates. It there- 
fore becomes necessary for management 
to recognize the necessity of making clear 
to employees whatever may appear to 
them to be extravagant or inconsistent 
with the ability of management to pay 
higher wages. Investments in new plant 
and facilities at a time when demands for 
higher wages are being turned down fall 
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into this category because of the feeling 
of employees that, if additional money 
can be invested, higher wages can be paid. 
It is not a question of what is sound in- 
vestment or of what is or is not extrava- 
gant. It is a question of how such matters 
are regarded by employees in the light of 
their feeling that ability to pay is the de- 
termining factor in establishing wage 
rates. Management should accept this as a 
fact to be dealt with and should not allow 
the communication lines to become so 
clogged as to impair its opportunity to 
make its policies with respect to wages 
appear to the worker to be consistent with 
the use of funds for expansion and oper- 
ating programs. 

Sincere Spirit. Clearly, in the final anal- 
ysis everything depends on the spirit with 
which management attempts to share in- 
formation with employees. As it is now, 
management’s motives in so doing are ap- 
parently suspect. The technical, indefinite, 
pessimistic nature of accounting has given 
occasion for misunderstanding. Adverse 
propaganda has added fuel to the flames. 
But, above all, management itself has 
been primarily responsible for the mis- 
trust of its motives. Management has 
sometimes seemed grudging, has often of- 
fered information mostly because it was 
“the thing to do,” has made only a half- 
step toward meeting workers’ desires. It 
is the author's firm belief that here is 
where the real basis for constructive ac- 
tion lies; and, further, that if manage- 
ment attempts to solve the general prob- 
lem with complete sincerity of spirit, the 
corollary problems will largely disappear. 

Once confidence exists, all explanation 
can be relatively simple and brief. It will 
not even matter much, then, that there are 
many employees who will never be able 
to understand financial statements and 
will never really have any interest in their 
details. As long as they have confidence 
in the management, they will be satisfied 
that all is well. Their attitude is very simi- 
lar to that of the average person who buys 
an automobile. He knows nothing about 
combustion engineering and, in many in- 
stances, does not have the interest to learn 
about it or even the ability to grasp all the 
principles involved. He has confidence, 
however, in the modern automobile, the 
engineering back of it, and the manufac- 
turers who produce it. All he wants to 
know is: “What do I have to do to make 
it serve my purposes ?’’ It is the same sort 
of feeling that nearly everyone has when 
he submits to the specialized skill of a 
competent surgeon. The patient does not 
know and does not really want to know 
all the physiological principles which 
must be understood in order properly to 
evaluate the contemplated surgery. He 


‘ simply knows that something is wrong, 


he has confidence in the man who is go- 
ing to fix it, and he is satisfied to submit 
to whatever is required. But when, in the 
place of confidence, an attitude of sus- 


picion or skepticism exists, it is necessary 
to go into great detail in order to antici- 
pate as far as possible the questions which 
may be asked and to demonstrate, if it can 
be done, that the intentions are objective 
and that there is nothing concealed. 

Consider, for example, the difference 
which sincerity and candor make in over- 
coming one of the specific difficulties that 
plague management: how to convince 
employees that the salaries of top execu- 
tives are fair relative to the income of 
workers. One might question whether the 
chances of accomplishing this difficult 
feat are helped or hindered by the wide- 
spread practice of showing the amount 
paid in executive salaries net of income 
taxes. Everyone is aware of differences in 
ability and recognizes that such differ- 
ences should be reflected in the reward 
for effort and accomplishment. Any sus- 
picion of apology seems to acknowledge 
there is something of which to be 
ashamed. 

The workers’ criticism in this connec- 
tion would seem to be based primarily on 
their feeling that the disparity between 
incomes is greater than the difference in 
ability could possibly be. The solution is 
not to minimize or disguise the disparity 
in income, but rather to demonstrate the 
magnitude of the difference in ability. 
The only sound approach is to explain 
convincingly (1) the real value of super- 
visory ability and (2) the value to a com- 
pany of the overriding, long-range ideas 
which change the whole course of a busi- 
ness and add immeasurably to its success 
as the years go by. The designing of a 
sound method of distribution which prac- 
tically insures the strong competitive po- 
sition of a company, the reorientation 
functionally of a product or group of 
products so as to open up markets for- 
merly undreamed of, and the laying out 
of a program for the selection, training, 
and administration of the employees in 
an Organization are examples of ideas 
which are of greater value to a business 
than any salary which could be paid to 
the person who contributes them. Such an 
explanation, let it be emphasized, is only 
possible when workers have confidence in 
the sincerity of those who give the ex- 
planation. Without that, they will accept 
nothing. With that, they will go more 
than halfway in trying to understand. 

Furthermore, if employees are fully in- 
formed and have confidence in what they 
know, then it will be possible for man- 
agement to explain constructively how the 
free enterprise system works; to discuss 
with complete candor the plans for the 
development of the business; to place in 
perspective the relative shares of all who 
work to make business a productive, effi- 
cient, and constructive force in our econ- 
omy; yes, even to lay the foundation on 
which a sense of individual accomplish- 


(Please turn to page 164) 
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Organization of the Controllet’s Office 
By Charles C. Hull 


The responsibility of the controller in 
today’s economy is indeed a heavy one. 
The decisions which he must make and 
the recommendations he must pass on to 
management affect in no small way the 
industrial fibre of the entire nation. And 
decisions must be backed by well directed, 
organized vision. Bulletin IV, “The Or- 
ganization of the Controller's Office,” 
was prepared by The Institute, therefore, 
to determine how a controller's office is 
set up to operate at maximum efficiency. 

Many companies were studied, includ- 
ing those prominent in the manufactur- 
ing, utility, mercantile and retail fields. A 
great deal of variation was noted in the 
number of employees in the controller's 
office in relation to the number in the en- 
tire business, as well as widely varying ex- 
Ree when related to the total num- 

t of employees. The companies varied 
in size from a company having 68,000 
employees to one having 225 employees. 
Naturally the controllers’ offices in the re- 
spective companies reflected the size of 
the entire personnel. Among the reports 
submitted, we find one controller’s office 
with 3,500 employees and a yearly ex- 
penditure of more than $5,000,000, 
whereas another shows only seven em- 
ployees with an expenditure of $30,000. 

An overall appraisal of all the replies 
seems to indicate that the seventeen point 
statement of The Institute is sufficiently 
comprehensive to include the specific du- 
ties of nearly all controllers. The office 
management function is supervised by 
controllers in companies of varying size. 
For instance we find one company having 
400 employees, whereas another has a per- 
sonnel of 22,155. The size of the com- 
pany therefore is not the determining fac- 
tor. Some people have felt that the con- 
troller’s office is a dumping ground for 
jobs when management finds no other 
place to put them, but this arrangement 
may be one of economy—instead of es- 
tablishing a separate office management 
division with the head of that division 
occupying a major position in the firm. 


AUTHORITY OVER PERSONNEL 


The controllers contributing to « this 
Bulletin were asked to explain the extent 
of their authority concerning personnel, 
concerning the organization of the Con- 
troller’s office, concerning various meth- 
ods and procedures, and in fact concern- 
ing any other phase they wished to 
mention. 

Generally speaking, it appears from the 
replies that controllers have complete au- 
thority with regard to the personnel of 
their own offices. In one case the control- 
ler states that the personnel is furnished 
by the personnel department. In another 





case the controller states that his author- 
ity is absolute over the personnel of the 
controller's office at the home office, but 
that at outlying offices his employees are 
expected to be acceptable to the local man- 
agement as well.The controller collabo- 
tates, however, with the vice president in 
charge of operations in selecting person- 
nel at the outlying locations. 

One of the reports shows that the au- 
thority of the controller over personnel 
is exercised through the office manager 
who reports directly to the controller. In 
this case the authority over personnel 





Bulletin IV, ‘The Organization of the 
Controller’s Office,” was prepared by 
the National Committee on Education 
of The Institute, under the direction of 
Professor Ross G. Walker, of the Har- 
vard Graduate School of Business Ad- 
ministration, who is chairman of The 
Institute’s committee, and Charles C. 
Hull, the assistant secretary of The In- 
stitute who serves that Committee. It 
was sent to members without charge 
late in January as part of the service 
available to them. This 42-page study 
presents the facts given and the meth- 
ods used by the controllers of thirty 
organizations and is a follow up of 
Bulletins I, II and III on “The Place 
of the Controller’s Office in the Busi- 
ness Organization.” Additional copies 
of Bulletin IV are available to members 
at $1.50 each. Non-members of The In- 
stitute may purchase copies at the same 
price. 

—The Editors 











goes considerably beyond that in other 
companies, in that the office manager, 
after consultation with the department 
supervisor directly involved, is in charge 
of the hiring, transferring, promoting and 
firing of clerical employees in all parts of 
the organization. The office manager is re- 
sponsible however for carrying through a 
balanced salary program for all clerical 
employees. This includes job evaluations 
and ratings as well as a follow up system 
to see that rate increases, transfers and 
promotions are given proper consideration. 

In another company the controller re- 
ports that his authority extends to the ap- 
proval of the selection of persons entering 
the departments, and to the selections for 
the more important positions. He has the 
same authority for promotions, discipline 
and dismissals. However the explanation 
is made in this case that generally the ac- 
tual selection, promotion, discipline or 
dismissal, is made by the department 
heads, which the Controller approves on 
the basis of their recommendations. 

In one instance the controller explains 
that the procurement of new employees 
for his office is handled by the personnel 
division of the company, but the control- 
ler reserves final judgment as to the quali- 








fications of any candidate. General deport- 
ment and rules relating to working hours 
are matters of company-wide policy in the 
formulation of which the controller acts 
in an advisory capacity. 

By and large it seems from the replies 
that controllers have complete authority 
over the organization of their own offices, 
and over the methods and procedures used 
in the controller’s office; in fact their au- 
thority over methods and procedures ex- 
tends throughout the whole business for 
all those connected with the accounting or 
financial divisions. 


DELEGATING RESPONSIBILITY 


The controller finds himself responsi- 
ble for a large number of important du- 
ties far beyond his capacity to give to 
them his personal attention. Perforce 
therefore, he must pass on authority to 
others. Indeed one of the chief purposes 
in establishing an organization for his of- 
fice is to enable him to pass on some of 
his authority to others. But one of the 
great concerns of the controller is that no 
matter to what degree he passes on au- 
thority to others in his organization, he is 
still responsible in the final analysis for 
the performance of these functions. This 
is especially true in connection with the 
increasing number of tax reports that have 
been demanded of business by govern- 
mental agencies during the past decade. 
For those the controller himself is directly 
responsible and though he can pass on au- 
thority, he cannot pass on responsibility. 

The proper organization of his office 
therefore becomes of real concern to the 
controller. To what extent should he pass 
on authority to others? To what extent 
must. he pass on authority to others in or- 
der to give him the time and freedom of 
mind to be of greatest aid to manage- 
ment? This is an important question, be- 
cause only a free relaxed ‘ind is an active 
mind capable of full accomplishment. 

This matter of delegation, as in fact all 
other points discussed in this write-up, 
can be appreciated much more fully by a 
penetrating study of the charts in the 
Bulletin. In substantiating these data the 
charts point out the outstanding charac- 
teristics common to the organization of a 
controllet’s office. 

In assembling this study the contribu- 
tors were asked to present the best prac- 
tices currently in use among Controllers 
in various types of businesses; at the same 
time, the contributors have attempted to 
devise a presentation that can be used as 4 
basis for case studies in college and uni- 
versity classrooms. 

Bulletin IV attempts to meet both 
points of view and to follow the long- 
range objectives of the Institute’s national 
Committee on Education. Those objec- 
tives aim to strengthen and improve con- 
trollership as a calling, as well as improve 
controllership practices for the ultimate 
good of both business and government. 
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Or fly serum to Nome, or sit up with the baby. 
The Comptometer Check-and-Payroll Plan 


doesn’t claim any miracles. Its only job is in 
the office — where it makes original postings 


yield final records. 
Call that a miracle, if you wish (some do). 


It’s truly amazing the speed and simplicity 
this money-saving plan brings to any payroll 
problem, whatever its size. With one short form 
taking swift care of five operations, the office is 
freed from the incessant bookkeeping, endless 
posting and filing that bog clerical output. 


The Comptometer Check-and-Payroll Plan 
needs no elaborate machines. It needs less labor 
and it protects the accuracy of your records. 


Find out how cost-wise businesses — of every 
kind and size — are making important savings. 
Just write or phone your nearest Comptometer 
representative. The Comptometer, made only 
by Felt & Tarrant Manufacturing Co., is sold 
exclusively by its Comptometer Division, 1734 
N. Paulina St., Chicago 22, Ill. 


ComptTrom ETER 


REG. U. S. PAT. OFF. 


ADDING-CALCULATING MACHINES 
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| Scanning the Controllership Scene 








Sees Faster Disposal of “722” Claims 


Quicker disposition of tax relief claims which are coming 
in under its own procedure is expected in the future by the 
Excess Profits Tax Council, Bureau of Internal Revenue, 
Treasury Department, it was said recently by Peter Guy 
Evans, member of the council. 

Mr. Evans, who is a member of the Controllers Institute 
of America, asked every taxpayer to reconsider and recheck 
relief claims and if they are unreasonable or inflated, to ad- 
just them accordingly. He explained that the council, con- 
sisting of fifteen highly qualified specialists, is faced with the 
job of reviewing the countless issues incorporated in about 
40,000 claims filed by nearly 20,000 taxpayers. For the past 
six months it has been confronted with informing taxpayers 
and Internal Revenue agents of the new procedure and ma- 
chinery set up by the council for administration of Section 
722 on claims. 


Hostilities End Hits Experience Rating Plan 


Controllers and financial officers of Pennsylvania corporations 
are concerned because the experience rating provision in Penn- 
sylvania law now is temporary, due to expire at the end of 1947, 
since the President has proclaimed the end of hostilities. Unless 
the Legislature extends the act, higher rates after this year will 
drain off from industry $80,000,000 annually of money not 
needed for payment of benefits, an editorial in the “The Eve- 
ning Bulletin,’ of Philadelphia, declares. The editorial contin- 
ues: 

“Making the experience rating provision permanent would 
serve the best interests of workers and employers aliké in Penn- 
sylvania. Consideration of this measure deserves a high place on 
the program of the forth-coming legislative session.” 

The high level of industrial employment throughout the past 
year kept the drain on unemployment compensation funds far 
below expected figures. Payments at the end of the year were 

only about half the total of the early 





60 Registration Withdrawals 

Registration statements filed by 60 
companies and representing a total of 
$236,000,000 in proposed new financing 
have been withdrawn since the market 
break last September, Securities and Ex- 
change Commission records disclose. 

Of the 337 filed, or pending, during 
the five months from September through 
January, four were withdrawn in Septem- 
ber, 13 in October, 14 in November, 17 
in December, and 12 in January, making 
a total of 60. 

All of the companies, except one, in- 
formed the commission that withdrawals 
resulted from unsettled market conditions. 


New York. 





“Controller” Article Used 
in Harvard Classes 


For use of students in classes at 
the Harvard Graduate School of 
Business Administration, Professor 
J. L. Snider was granted permis- 
sion to reprint the article, in the 
January, 1947, issue of “The Con- 
troller,” on “Today’s and Tomor- 
row’s Trends in American Busi- 
ness,” by Howard R. Bowen, econ- 
omist of Irving Trust Company, 


— months. As a consequence, the balance to 
Pennsylvania's credit mounted by many 
millions. It is already sufficient to pay all 
possible claims for several years, in Spite 
of the saving of about $80,000,000 a 
year to employers affected by the experi- 
ence rating plan. 


Copies of Annual Reports Requested 

During the past year, 412 corporate an- 
nual reports were received by national head- 
quarters of the Controllers Institute. All 
companies are requested, when it is not 
against company policy, to make reports 
available for The Institute’s files, since they 
frequently serve as a valuable check-list of 
trends and policies. 








The exception withdrew a $13,500,000 
proposed financing on November 26, stating it felt the offering 
no longer was advisable. 

Of the registrations not withdrawn 165 became effective and 
111 were pending as of the end of January. 


OCS Reports Billions Saved in Contracts 


The Office of Contract Settlement reported to Congress that by the 
start of 1947 the Government had allowed payments totaling $6,300,- 
000,000 in settlement for war contracts that would have cost it $61,- 
800,000,000 if they had been carried to completion. 

In terms of numbers, that took care of more than 99 per cent. of 
the total number of 318,866 contracts which were canceled after V-J 
Day. If all these contracts had been completed, their total cost would 
have been $65,400,000,000. It will probably cost around $900,000,- 
000 to settle the remaining contracts it was reported. 


Is the Cash Discount Needed? 


That the need for the cash discount is outmoded and that 
it should be abolished was the consensus of a discussion of 
the subject by members of the Toledo Control of The In- 
stitute at a recent meeting. In the early days of American 
business, it was pointed out, the cash discount was justified 
by the relative scarcity of working capital. At present, 
however, the cash discount has no special value to business 
and proves costly when compared to present day rates of 
interest. The greatest obstacle to abolition of the cash dis- 
count is the fear of a competitive disadvantage developing, 
but a growing number of firms have found otherwise after 
abolishing cash discounts. 





Remember Those? ??? 


WASHINGTON—The OPA wound up with 850,000 
cubic feet of questionnaires, reports, and such, ad infinitum, 
ad nauseum—enough to fill 106,000 four-drawer filing cabi- 
nets ... or to make a stack of letter-sized folders 170 
miles high! 

But—only four per cent of all OPA paper-work that 
harassed the citizenry was stored here—the rest is scattered 
through local boards. 


Portal Demands Outrun Dollar Profits 


Demands made in portal-to-portal suits amounted to ap proxt- 
mately $6 for every $1 of net earnings of the defendant com- 
panies during their last fiscal year, a survey by the National 
Association of Manufacturers indicates. The survey included te- 
ports of accurate estimates of the net earnings of 64 companies 
made by the companies themselves. 

These companies have been sued for a total of $1,884,000,- 
000. Their net earnings for the last year amount to $301, 
000,000. NAM statisticians said that the ratio of earnings to 
claims can be accepted as giving a fair picture of the situation 
nationally. 

“If anything,” they declared, “demands are greater in pro- 
portion to earnings than indicated by this survey. The 64 com- 
panies include concerns of all sizes, from small ones with a few 
hundred employees to some of the nation’s leading corpora- 
tions. They also include some of the biggest profit makers in 
the country.” 





ing 
plan: 
have 
disak 


is at 
activ 
mon 








ons 
mn- 
47, 
ess 
ill 
not 
ve- 


“ld 


7n- 


ast 


far 
ere 


rly 


ny 
all 


ite 


Yt 


an- 
ad- 
All 


rts 
hey 


on 








Is Cash in Circulation Too High? 


Money in circulation is at an “abnormally high level in relation 
to the nation’s economic activity, judged by past standards,” the In- 
stitute of Life Insurance declared recently. The 27 billions in cir- 
culation outside the banking system at the end of 1946 was four times 
greater than at the end of 1939 and personal holdings were estimated 
at $560 per family, five times the prewar level. 

The currency was at the ratio of a dollar in currency for each 
$7 of goods and services turned out, against $7.50 in 1945, $8.50 in 
1944 and $10 in 1943. During the high activity of the 1920s the 
money in circulation was at a ratio of $1 to $20 of gross national 


product. 
The report added that money held individually “is not doing its 
full job” in helping the nation progress. 


Subsidies Subsiding 


With March 15 in our consciousness, here is a timely 
note: the federal government, which spent about $8 million 
to subsidize peanut butter in 1945, is now out of the food 
subsidy business. And that, declares “Tax Outlook,” is 
going to save 36 million folks who pay individual income 
taxes about $22 apiece. Aside from the controversial pro and 
anti views on price control, there is no denying that the 
death of OPA means a lot of money saved in subsidies— 
$790 million in Federal funds during the remainder of fiscal 
1947, according to Reconversion Direc- 
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nificant warning to expect a decline in business activity,” the 
bulletin explained. 

The main source of capital—sales of corporate securities— 
held throughout 1946 to a level exceeding that of any period 
except the late 1920s and November figures, the latest avail- 
able, are equal to the 1929 average. 

The full year, however, probably will be “less than half 
the peak year of 1929” because the increase has been irregu- 
lar, the bank said. “The raising of large amounts of new 
business capital reflects the fact that businessmen have a high 
degree of confidence in the future.” 

In addition, cash and demand deposits of both individuals 
and businesses are increasing and “there is now no greatly 
extended credit structure created by loans to individuals and 
businesses such as there was after World War I.” 


Listed Stocks on Curb Now in Majority 


Fully listed stock issues on the New York Curb Exchange dur- 
ing 1946 exceeded the number admitted to unlisted trading for 
the first time in history, Edwin Posner, president, disclosed in 
his annual report for the year 1946-47. Fully listed issues, Mr. 
Posner said, first constituted a majority in June. As com pared to 
earlier times when about 95 per cent. of issues traded were not 
fully listed 52 per cent.-of all issues at 





tor John R. Steelman. This is equivalent 
to 8.4 per cent of the amount withheld 
by employers for income taxes in 1946. 

There was, for example, that peanut | tions are: 
butter situation. The Federal govern- | 
ment was paying producers a four and 
one-half cents a pound subsidy to hold 
peanut butter at the September, 1942 
price. Holding prices at OPA levels on 
prunes and raisins cost the U. S. $20 
million in 1945, There was a $570 mil- 





Literary Note 
Two current best-selling publica- 


“No Inflation Coming,” by Wil- 
liam J. Baxter, price $1.00. 

“Inflation is Coming,” by Ralph 
Borsodi, price $1.00. 

Pay your dollar: take your choice! | 


the close of 1946 were in a fully listed 
status, he said. 

A total of 989 security issues were 
listed or admitted to unlisted trading 
compared with a total of 1044 at the end 
of 1945. 

“The overall decline for the year in 
the face of the productive record of new 
listings,” commented Mr. Posner, “may 
be traced principally to losses through 
redemptions, retirements, liquidations, and 








lion subsidy for meat. Authorized sub- 
sidies for fiscal 1946 amounted to $2.4 billion, but actual 
spending for them amounted to slightly more than $2 billion. 
Most of this was for food—of which dairy products and flour 
accounted for 80 per cent. 


Labor Organ Urges Wagner Act Change 


Labor itself should take the initiative in placing the Wagner 
Act revision program “squarely before Congress,” declares The 
Labor Union, Dayton, Ohio, newspaper owned by AFL organi- 
zations, which adds: 

“We believe that the time has come for the leadership of 
the AFL once again to meet with the constructive-minded lead- 
ers of both parties and with forward-looking industry spokes- 
men, to work out a program for bringing national labor poli- 
aad up to date, which can be supported 3 both labor and in- 

ustry.” 


Disability Protection Covers 40 Per Cent. of Jobs 


Approximately 40 per cent. of the employees in U. S. private in- 

dustry are protected against loss of wages due to temporary disabil- 
ity. 
_ More than 23,000 employers have group insurance policies provid- 
ing accident and health insurance for 5,928,333 employees, and other 
plans swell the total of employees protected to about 12,000,000 who 
have some form of protection against wage losses due to sickness and 
disability. 


New Funds Seen As Good Omen 


_ The inflow of new capital into businesses in recent months 
is at a high enough level to guarantee a high level of business 
activity for some time, the Cleveland Trust Co. declares in its 
monthly business bulletin. 

“A decline in the formation of new capital could be a sig- 


consolidations, primarily among those is- 
sues accorded unlisted trading privileges.” 


Business Firms’ Data Not to be Disclosed 


The Bureau of the Budget assures American business 
firms that all individual-company wartime financial and op- 
erating reports made to the Office of Price Administration 
will be heid in strict confidence, and that any information 
released will be in the form of industry totals or averages, 
without disclosure of the identity of any company or its op- 
erations. 

The statement was furnished to the Advisory Council on 
Federal Reports, a committee appointed by national business 
organizations at the request of the Budget Bureau to advise 
in simplifying and improving government questionnaires 
and reporting procedures. The Controllers Institute is repre- 
sented on the Advisory Council by Messrs E. E. McConnell, 
controller of Norton Company, Worcester, Massachusetts, 
and Lisle W. Adkins controller of The Crosley Corporation, 
Cincinnati. 

The Budget Bureau’s statement was designed to dispel 
confusion in the minds of business executives over recent 
press reports on the co-ordinated government program for 
the collection of financial data on business operations by the 
Securities and ‘Exchange Commission and the Federal Trade 
Commission. | 

Wartime Reserves Aid Profits 


Net profit forthe steel industry in 1946 will run about 40 per cent. 
above the 1945 level due to cash funds established by the industry 
during the war to meet postwar contingencies. The magazine Steel 
said this showing would be made despite two coal strikes and the 
steel strike because of the transfer of large amounts from the post- 
war contingency funds by several large producers. 

Preliminary reports from seven large producers operating 70 per 
cent. of the industry’s total ingot capacity show aggregate net income 
at nearly $190,000,000—43 per cent. above the 1945 levels of the 
same companies. —PAUL HAASE 
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SEC Simplified Registration Form 
Effective April 1 


The Securities and Exchange Commis- 
sion announced on January 8 that it had 
adopted a revised and simplified form 
S-1, covering the registration of securi- 
ties under the Securities Act of 1933, 
which will become effective on April 1. 
The major change made by the simpli- 
fied form S-1 was the elimination of 
Part II, which called for certain informa- 
tion that could be omitted from the 
prospectus. Part I will continue to re- 
quire information necessary in the gen- 
eral prospectus. 

At the same time, the commission re- 
scinded forms A-1 and A-2, which it 
said are now largely obsolete in view of 
the coverage of the revised form S-1. 
However, these forms may still be used 
for registration statements filed prior to 
April 1. The rescission of form E-1 is 
contemplated in the near future, it said. 

The commission also adopted a new 
rule, designated rule 882, in connection 
with the rescission. The new rule con- 
tains provisions formerly contained in 
the instruction book for form A-2 re- 
garding a special form of prospectus for 
interests in employes’ savings, profit 


sharing, or pension plans. This rule also 
will become effective April 1. 

The revised form S-1 calls for indirect 
acquisitions of property by the regis- 
trant, as well as acquisition through di- 
rect succession, and eliminates the neces- 
sity of a description of the securities of 
the issuer not being registered, except in 
so far as such information is essential to 
an appraisal of the securities being reg- 
istered. 

Also modified are items covering the 
amount of information required regard- 
ing the issuer’s security holdings. All the 
information required from the regis- 
trants under the revised form is the 
equity holdings of officers and directors 
and of individual holders of 10 per cent. 
or more equity securities. 

The commission said that very help- 
ful comments and suggestions had been 
received as the result of a wide distribu- 
tion of a preliminary draft of the pro- 
posed revision of the form. Copies of 
the revised form were made available 
after January 15, and its use will be per- 
mitted after that date, but will not be 


required until April 1. 
be | 


Current Pension Plan Problems 


The many companies which already 
have pension plans in operation are now 
facing several problems, declares Marion 
B. Folsom, treasurer of Eastman Kodak 
Co., in a recent article in ‘““American Eco- 
nomic Security.” Among these problems 
are: 
(1) The principal purpose of a pen- 
sion plan, that is replacement by younger 
and more efficient workers of those who 
reach retirement age, cannot be achieved 
unless the persons actually retire. During 
and since the war, because of the man- 
power situation, many companies have be- 
come less strict in enforcing retirement 
and as a result many workers stayed on be- 
yond the normal retirement age. While 
this might be satisfactory as a temporary 
measure, if continued very long it would 
undoubtedly affect the efficiency and mo- 
rale of the organization and will certainly 
defeat a prime purpose of a pension plan. 

(2) As long as the Social Security law 
provides for retirement age of women at 
65, companies which have a retirement 
age of 60 for women will probably want 
to let many of the women continue work- 
ing until age 65. In case of retirement be- 
fore 65, it might be desirable for the com- 
pany to make interim payments equiva- 
lent to the Social Security benefit which 
the employee would receive at 65. 

(3) Because many older persons were 
hired during the war, companies now find 


among their employees a large number 
who will have had comparatively short 
service when they reach 65 (the normal 
retirement age), service not long enough 
to provide an adequate pension. A dismis- 
sal wage for those of short service, and 
permitting the others to have whatever 
annuity they have accumulated at 65, 
along with the Social Security benefits, 
would probably take care of most of these 
cases. 

(4) In those plans in which the bene- 
fits are based upon wages received during 
the worker's lifetime, the pension for 
those now retiring does not represent 
nearly as high a percentage of the final 
salary as was the case a few years ago. 
This, of course, is due to the sharp rise in 
annual earnings during the last few years. 
A general upward revision of the benefits 
would result in heavy additional costs. If 
the benefit formula has been on the low 
side it would be desirable to increase it, 
but if it has in the past produced a rea- 
sonable pension, it would be hazardous to 
make a general upward revision in the 
formula until we can see more clearly 
what the situation is going to be in the 
next few years. For the time being, per- 
haps it would be sufficient to raise the 
minimum, taking into account the com- 
bined company and Social Security pay- 
ment. 

Some companies have recently adopted 


such methods as guaranteeing a certain 
number of years’ annuity even should the 
pensioner die before the term expires, or 
providing benefits to widows. Some com- 
panies are also making more liberal provi- 
sion for continuation of life insurance 
after retirement. 

These problems of lower benefits are 
not being faced in plans in which the an- 
nuity is based on final salary. On the 
other hand, these companies are probably 
now facing a more difficult financing 
ptoblem because their pensions are much 
higher than previously estimated. We 
should also consider what changes are 
likely to be made in the Old-Age and Sur- 
vivors Insurance plan. During the hear- 
ings before the Ways and Means Com- 
mittee this year, there was almost univer- 
sal agreement that this plan should be ex- 
tended to cover many groups not now 
covered, mostly non-industrial groups. It 
was also generally felt that the benefit 
formula should be liberalized, particularly 
for those in the lower income groups. 


Reconversion Seen As 
Completed in 1946 


The year 1946, in which consumers estab- 
lished an all-time spending record, saw re- 
conversion of industry from war to peace prep- 
arations virtually concluded, the Department 
of Commerce reported in a survey prepared by 
the Office of Business Economics. “Indeed, 
there are now relatively few segments in which 
reconversion has not been substantially com- 
pleted,” the report stated. “While peak rates 
of output have not been achieved in all in- 
dustries, attainment of such levels is not far 
in the future.” 

Consumers scrambling for goods and serv- 
ices curtailed by the war spent $127,000,000,- 
000 in 1946, the Department estimated. This 
was 20 per cent. greater than in 1945 and 
“more than two-thirds above the pre-war peak 
year, 1941.” But the degree to which inflation 
grew in 1946 was indicated by the - further 
official estimate that this greater spending ac- 
counted for an increase in volume of pur- 
chases of only 10 per cent. more than in 1945 
and 13 per cent. more than in 1941. 

“With the liquidation of war production,” 
the department stated “the trend of aggregate 
output was downward in the early part of 
the year, but expansion characterized the situ- 
ation thereafter. Throughout the year there 
was an enlarged flow of goods through nor- 
mal distributive channels, as supplies for 
civilians increased. Nevertheless, because te- 
conversion in some segments requires a lengthy 
period of readjustment, the combined current 
and war-deferred demand by individuals and 
business generally outpaced supplies. 

“As a consequence of the extraordinary de- 
mand relative to available supplies, the level 
of prices was subject to insistent pressure. 
This has resulted in a price rise which was 
retarded during the first half of the year by 
price control, but which has accelerated in 
the latter part of the year as controls were 
lifted.” ; 

While consumer spending was achieving 
unprecedented levels, merchants were accu- 
mulating inventories at a record rate, the fe 
port noted. The inventory level rose “overt 
$9,000,000,000 from the end of 1945,” which 
was stated to be “by far the largest annua 
increase on record.” Yet it was observed that 
“inventories at the year-end were still uo- 
balanced and low in relation to the volume 
of sales.” 
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POSITIONS OPEN 











Assistant Treasurer 

Ohio manufacturer requires assistant treas- 
urer with very heavy experience. Must be 
alert and aggressive. Must know all phases of 
general and factory accounting, taxes, insur- 
ance, budgeting and reporting. This is an un- 
usual opportunity and probably will lead to 
full responsibility within a short period of 
time. Salary $8-10,000. Address: Box 672, 
“The Controller,” One East Forty-Second 
Street, New York 17, New York. 


Assistant Controller 

For expanding Mid-West Company. Col- 
lege graduate or equivalent. 35 or under with 
public and industrial background. Experience 
in costs, budgets required. Understanding of 
taxes helpful. Tact and energetic personality 
necessary. Address: Box 673, “The Control- 
ler,” One East Forty-Second Street, New York 
17, New York. 
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Assistant to Controller 


Opportunity for fully qualified accountant 
to assume control of medium-sized General 
and Cost Accounting Department in a well- 
established, expanding, nationally known com- 
pany. 

Position involves supervision of general ac- 
countant and cost accountant and their staff. 

Applicant must be under 40 and must have 
had operating, commercial, industrial and pub- 
lic accounting experience. 

Salary between $6,000 and $7,000. Address: 
Box 678, “The Controller,’ One East Forty- 
Second Street, New York 17, New York. 








POSITIONS WANTED | 








Corporate Controller 
Member of Controllers Institute is seeking 
key position as Treasurer or Controller with 
progressive manufacturer. Qualified by years 
of practical experience to plan, direct and exe- 
cute major responsibilities for corporation con- 





Baltimore 





Are you FULLY PROTECTED 
against 
employee 
dishonesty ? 


The increasing frequency with which large 
embezzlements by trusted employees are being 
reported in the daily papers clearly indicates 
that Fidelity Bonds are a vital form of protec- 
tion for business and financial enterprises. 


If you are not now carrying any form of “dis- 
honesty insurance,’ 
your present protection is up-to-date both in 
form and amount, you will be well-advised to 
consult the local F&D representative at once. 


As a specialist in this field, he is prepared to 
assist you in the development of an appro- 
priate bonding program for your organization, 
or to suggest ways and means of improving 
and strengthening your present coverage. 


Never before have Fidelity Bonds cost so 
little, nor the lack of them cost so much! 


Fipevity ano Deposit comPpaANy 


WITH WHICH IS AFFILIATED THE AMERICAN BONDING COMPANY OF 
BALTIMORE 


? 


or you are not sure that 


FIDELITY AND SURETY BONDS 
BURGLARY AND OTHER NEEDED 
FORMS OF INSURANCE 


Maryland 








trol, management and organization. University 
graduate. Age 42, married, -excellent health, 
Address: Box 681, “The Controller,’”’ One 
ar Street, New York 17, New 
York. 


Controller—Administrative Executive 


Institute member, Administrative Executive 
with an exceptionally broad background in 
management, organization and control, in 
widely diversified manufacturing industries, de- 
sires major executive level position with well] 
established progressive concern in the Central, 
Midwest or Southern states. Experience em. 
braces eleven years’ Controllership, and fifteen 
years in the capacities of Cost Engineer, As- 
sistant to President, and Executive Accountant, 
with nationally known concerns having mul- 
tiple-plant operations, atid numerous district 
sales offices and branch warehouses. Available 
on reasonably short call. Résumé on request. 
Present Associates are informed of this inser- 
tion. Address: Box 680, “The Controller,” 
One East Forty-Second Street, New York 17, 
New York. 


Accountant—Industrial—General 


Young man with supervisory background in 
national corporation desires permanent connec- 
tion with a progressive manufacturer. Over ten 
years’ experience in all phases of accounting. 
Willing to accept heavy responsibility. Mini- 
mum salary requirements $5,000. Address: 
Box 679, “The Controller,’ One East Forty- 
Second Street, New York 17, New York. 





PORTAL SETTLEMENTS _ 
(Continued from page 129) 








1-22-47 is open to serious question and 
the basis for it seems contradictory. He 
refers to the ‘unless’ clause of section 
43 as the basis but then states the answers, 
pleadings and so forth in court cases may 
be regarded as not involving a dispute 
as to liability. If the latter were the case, 
reference to the “‘unless’’ clause would be 
unnecessary. Under the law as it now 
stands, the authority for allowing the de- 
duction of portal-to-portal claims in the 
high excess profits tax years should come 
from Congress. Congress may settle the 
question by legislating the legal basis for 
retroactive portal-to-portal compensation 
out of existence. If this does not happen, 
and Congress desires to allow the deduc- 
tion for the year in which the services 
were performed, it should amend the tax 
law in two respects: (1) Open the statute 
of limitations to permit the deduction 
in closed years; and (2) specifically pro- 
vide for the deductibility of such amounts 
in the year the services were performed. 


* * * 


In 1939, says a Twentieth Century 
Fund survey, physical production of 
minerals in the United States was almost 
four times as much as Russia’s, our neaf- 
est competitor, and larger than the com- 
bined output of Russia, Germany, the 
British Isles, Canada, Venezuela, France 
and Japan. 


* * * 


Getting better food conveniently, hot, and 
at lower cost, some 7,000,000 workers are fed 
in 173 industrial plants in 47 U. S. cities, 
through in-plant feeding facilities. 
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ess: Seconds, minutes, hours... time. It’s the most expensive element 
rty- 


in any business. 


In every business, forms play a major role in either the con- 
servation or the waste of time. For fifty years, UARCO forms have 
been saving time for countless businesses, large and small. 


How? Simply by designing efficient forms to meet specific 





needs. By streamlining forms to permit the handling of routine 












Kee orders and records with greater speed, accuracy, and a minimum 
sute of duplicated effort. 
So if it’s time you would save . . . take a critical look at your 
10W present business forms. It may well be that you are using too 
id many forms... that they are poorly designed for your needs. 
the x : P 
wa Call your UARCO representative for suggestions for the im- 
the provement of your present forms leading to impressive 
be Savings in time and its companion piece—money. UARCO 
1 z . 
en, INCORPORATED, Chicago, Cleveland, Oakland. 
es Offices in All Principal Cities. 
tax 
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ws For Tustance... 
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ned. The UARCO Accu-rite Register—efficient, conven- 

ient, safe. Consecutive numbering of forms pro- 

vides complete and accurate control. One copy is 
tury automatically filed, safe from tampering or al- 
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ities, CONTINUOUS-STRIP FORMS 


BUSINESS FORMS FOR TYPEWRITTEN AND BUSINESS MACHINE RECORDS 


AUTOGRAPHIC REGISTERS SINGLE SET 
AND REGISTER FORMS FORM 
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Call your local Friden Representative, arrange for a 
demonstration and learn how easy it is to get answers 
to all types of Figure Work Problems. 


Friden Mechanical and Instructional Service is available in approximately 250 
Company Controlled Sales Agencies throughout the United States and Canada. 


FRIDEN CALCULATING MACHINE CO., INC. 


HOME OFFICE AND PLANT + SAN LEANDRO, CALIF., U. S. A.e SALES AND SERVICE THROUGHOUT THE WORLD 






Policy on Section 102 Held 
Threat to Sound Credit 


Declaring administration of Section 
102 of the Internal Revenue Code may 
impair the credit of small and medium- 
sized business, the tax committee of the 
New York Credit Men’s Association tre- 
cently requested the Internal Revenue 
Department to make a clear-cut statement 
of policy, Earl N. Felio, president, an- 
nounced. 

Unless such a statement is made, it was 
contended, the new question contained in 
the 1946 Corporation Tax Form asking 
whether or not 70 per cent. of the year's 
earnings have been declared, and if not 
why not, may throw a shadow of doubt 
over most of the financial statements is- 
sued for credit purposes by small and 
medium-size business concerns. 

The average concern which issues a 
financial statement for credit purposes, it 
was pointed out, is confused as to whether 
or not this statement or balance sheet 
should set + a contingency to provide 
against possible imposition of a penalty 
tax for failure to distribute its earnings. 
It also does not know whether in so do- 
ing it would constitute an admission that 
it has failed to comply with the law; or 
whether by omitting such provision in 
the balance sheet, its credit standing 
might be questioned or impaired. 

The committee emphasized that un- 
certainty or inability to accumulate sur- 
plus imposes limitations upon the growth 
of the normal and aggressive enterprise, 
which needs an opportunity to plow back 
a portion of its earnings and profits so 
that it may expand. 

“This is fundamental, particularly with 
small and middle-size businesses—the 
bulwark of our entire economy,” the 
committee declared. 

While many of the large corporations 
distribute up to 100 per cent. of their 
earnings and profits, it was pointed out 
such action is not possible with small 
businesses if they are to grow and pros- 
per. The latter include such industries 
as textile and wearing apparel, whose e # 
ital and surplus are not exposed merely 
to normal hazards but also to such risks 
as styles and their rapid changes, seasonal 
inventories sometimes representing more 
than invested capital, and future commit- 
ments, the report pointed out. 





* * * 


Thirty-five and a half million workers 
were fully insured under the OASI pto- 
gtam at the end of 1946, reports the So- 
cial Security Administration. This 10 
cludes 8.2 million workers who are fully 
insured for life, plus 27.3 million who 
are fully insured on a temporary basis. In 
addition, 7.7 million workers are cut 
rently, but not yet fully insured, while 
710,000 workers have retired, and ate 
now drawing benefits. 
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DELIVERY 
NOW CURREN 


Automatic feed, hand-operated 
Mimeograph brand duplicators 


MODEL 90—champion of the ‘‘short run” MODEL 91—versatile, all-purpose 
for copies of the highest quality at the lowest cost master of duplication to solve those troublesome 
consistent with quality. Easy to use. Popular price. paper work problems quickly, easily, economically. 


N EW HIGH-VISIBILITY 
EASY-TO-USE 
CUSHION SHEET FOR USE WITH 
MIMEOTYPE (BLUE) STENCIL SHEETS 


High visibility, no glare—easier on the eyes when 
typing stencil and proofreading. 


High copy quality, sharp letter outlines, blacker 
reproduction—easier, quicker corrections. 


Ask your distributor about this new cushion 
sheet—a major advancement in Mimeograph 
brand products—a major improvement in stencil 
duplicating! 


<The Mimeograph brand duplicator 


[ | IS MADE BY A. B..DICK COMPewee © CHICAGO 
= MIMEOGRAPH is the trade-mark of A. B. Dick Companiy, Chicago, registered in the U.S. Patent Office. 





The business that 
hated Christmas 





The Amalgamated management 
used to face each Christmas with 
no peace, less good will...and a bad 
case of jitters. Seasonal rush plus an 
avalanche of inventory and auditing 
problems brought on pandemonium 


bordering on paranoia. 


Inevrraste hazard of the trade? 
Management thought so until the 
public accountant pointed out that 
the fiscal year could easily be 
changed to conform with the 
trade’s natural business year —in 
this case, Sept. 1 to Aug. 31. The 
summer slack concluded a natural 
business cycle; the inventories and 
receivables were at the lowest ebb; 
there was less work to do, more 


time to do it. Financial statements 





prepared at that time gave a clearer 
picture of business past, provided 
more reliable indices of business 
future, supplied a better base for 
sounder planning. Result: merrier 
Christmases and more prosperous 
fiscal New Years to boot! 

Helping management heighten 
efficiency by plotting the natural 
business year is but one of many 
valuable services which the public 
accountant provides for his clients. 
To do his job well, the accountant 


needs access to fresh, reliable facts. 


McBez is not an accounting 
firm, but our products and methods, 
evolved in forty years, can assist 
accountants by making the facts 


available faster. 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Avenue, New York 17, N. Y... Offices in principal cities 
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Secondary Boycott Curb Urged 


The National Electrical Manufactur- 
ers Association has urged Congress to 
outlaw all forms of the secondary boy- 
cott. In a statement issued by its presi- 
dent, R. Stafford Edwards, the associa- 
tion charged that the industry has been 
victimized for 12 years by a practice 
which is “nothing else but a legal racket. 
eering method used by one union to raid 
another or to maintain a complete mo- 
nopoly.” 

The statement commended President 
Truman for asserting in his State of the 
Union message that the secondary boy- 
cott is ‘an unjustifiable practice” in cer- 
tain of its applications. 

“But,” said Mr. Edwards, “the em- 
ployers and employees who have suf- 
fered for 12 years under this type boy- 
cott don’t care what it is termed or to 
what other type of boycott the President 
wishes to give his blessing, but they fer- 
vently hope that this unfair type of boy- 
cott will be made illegal by the new Con- 
gress as quickly as possible. 

“It is obviously restraint of trade and 
the remedy could be found in the in- 
junction procedures, damages and bis: 
alties now in the Clayton Act and by 
loss of rights under the Wagner Act. 

“The so-called primary boycott,” the 
statement continued, “is in accord with 
American ideals and principles, but that 
distinction cannot be applied to any kind 
of secondary boycott.” 


Lowering of Discounts Opposed 


What was regarded as the opening 
gun in a campaign for the restoration of 
normal trade discounts to retailers was 
fired recently at a meeting of the ven- 
dors’ relations committee of the Na- 
tional Retail Dry Goods Association. 
Numerous letters and other communica- 
tions reporting that a number of impor- 
tant industries had changed their dis- 
counts recently or during the war years 
were brought up at the meeting. 

Strong opposition to such unilateral 
action was voiced, with executives point: 
ing out that the normal trade discount 
frequently represented the difference 
between profit and loss for the retailer. 
It was also asserted that a change in the 
discount represented a “hidden price in- 
crease” by the manufacturer. 

It was reported, by “The New York 
Times,” following the meeting that in 
some instances, discounts have been cut 
from a former 7 per cent. to the present 
2 per cent. One of the most important 
industries—rugs—was said to have cut 
its discount from 4 to 2 per cent. Other 
reductions were made by the mens 
neckwear industry, by lamp producets 
and other makers of household goods, 
and by makers of sporting goods. Wom- 
en’s apparel lines were said to have held 
to their normal discount basis. 
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They are home, enjoying themselves. 
For the problem that used to keep 
them overtime in the Payroll De- 
partment has been solved. You see, 
the task of figuring and posting costs 
distribution, and preparing a large 
payroll, had so swamped this de- 
partment that it was often still hard 
at work when the cleaners came. 
Could this overtime be ended? 
The management consulted its local 
National representative. After de- 
tailed study the answer was, ‘‘Yes!”’ 
A National system was worked out, 
and National Bookkeeping and Na- 
tional Payroll Machines were in- 
stalled, substituting swift and accu- 
rate machine operations for many of 
the former time-consuming methods. 
The capacity of this new National 
system is so much greater that the 
payroll is now completed much 
earlier. Even greater time savings 
are effected in the distributing and 
posting of costs. And all overtime 
is eliminated. 
For the efficient answer to any 
accounting problem, consult National. 
This is typical of the service ren- 
dered many important concerns. The 
National Cash Register Company, 
Dayton 9, Ohio. Offices in principal 
cities. 


Making business easier for 
the American businessman 
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We take over 


PAYROLL 
HEADACHES! 


f PAYROLL 
HEADACHES 





No longer need you be concerned with the 
problems of turning out payroll and related 
tax work. 

Using high speed alphabetic and numeric 
machines, payroll specialists will turn out for 
you all the completed forms you require. 

They will provide you, regularly, with: 

Checks ready for your signature ... or 
slips to insert in pay envelopes. 

Complete Payroll Registers . . . detailing 
hours worked, earnings, deductions, net pay. 

Quarterly Employee Earnings Statements 
... Labor Distribution Schedules, W-2 
Forms, Lists of Employee Deductions—and the 
other reports you may require. 

Find out how much time and money you 
can save with this service—using your figures 
as a comparison. 

Payroll Service has been developed by the 
Recording and Statistical Corporation, a firm 
that has been compiling confidential statistics 
for many American companies since the turn 
of the century. 


Other statistical services 

Sales Analyses, traffic studies, price studies, 
retroactive pay-increase calculations and other 
Statistical data of most every type are com- 
piled accurately and economically. 

Investigate! Send for descriptive booklet, 
“Payroll Service,” and let us quote on your 
tabulation work. 


Recording and Statistical 


Corporation 
CHICAGO BOSTON DETROIT 
MONTREAL TORONTO 


102 Maiden Lane, New York 5, N. Y. 
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P. J. Urquhart, Institute Past President, 
Retires from Aluminum Company 


Mr. Paul J. Urquhart, vice-president of 
Aluminum Company of America, retired 
from active service on January 31, after 
an outstanding career of more than 45 
years with the company. Mr. Urquhart 
began work with The Aluminum Cook- 
ing Utensil Company, an Alcoa subsid- 
iaty, in 1902 as a bookkeeper at the New 
Kensington (Pennsylvania) Works. In 
turn he became office manager, then treas- 
urer of the utensil company. In 1915 
he was transferred to the parent company 
as auditor, and was made a vice-president 
in 1931. He has, in addition to his other 
duties, served as vice-president and di- 
rector of a number of Alcoa subsidiaries. 

For many years a member of the Con- 
trollers Institute of America, and of the 
National Association of Cost Account- 
ants, Mr. Urquhart was national presi- 
dent, in 1936-37, of The Institute, in 
which he holds membership certificate 
number 254 by virtue of election in No- 
vember, 1933. 

Mr. Urquhart is a trustee of Shady- 
side Presbyterian Church, Pittsburgh, and 
a member of the Masonic order (Knights 
Templar and A.A.O.N.M.S.), the Du- 
quesne Club, the Pittsburgh Athletic As- 
sociation, and the Pittsburgh Field Club. 

Born in Steubenville, Ohio, Mr. Urqu- 
hart received his education in Steubenville 
schools and at Duff's Business College, 
Pittsburgh. He will maintain his resi- 
dence in Pittsburgh, but plans to spend 
a considerable share of his time at his 
other home in Cape May, New Jersey. 

Currently Mr. Urquhart is serving as 
general chairman of the Mid-Western 
Regional Conference of the Controllers 
Institute, which is scheduled to be held 
in Pittsburgh, May 18-20, 1947. He is 
also a member of the Board of Trustees 
of the Controllership Foundation, Inc. 
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Write for Pamphlet 
“Recent Developments” 


PENSION PLANNING COMPANY 
Actuarial Consultants 


MEYER M. GOLDSTEIN, C.L. U. 
Director 
527 Fifth Avenue, New York 17 
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PAUL J. URQUHART 


In addition to positions already men- 
tioned Mr. Urquhart’s record of Insti- 
tute activity includes the following na- 
tional and local positions: 

National Director of The Institute— 
Fiscal Years 1936-1937, 1937-1938, 1938- 
1939; member of Advisory Council—Fis- 
cal Years 1939-1940, 1940-1941, 1941- 
1942, 1942-1943; Member of National 
Planning Committee—Fiscal Years 1937- 
1938, 1938-1939, 1939-1940, 1940-1941, 
1941-1942, 1942-1943, 1943-1944; mem- 
ber of National Committee on Coopera- 
tion with the Treasury Department—Fis- 
cal years 1940-1941, 1941-1942; mem- 
ber of National Committee on Federal 
Taxation—Fiscal Years 1942-1943, 1943- 
1944, 1945-1946; member of National 
Committee on War Contract Termination 
Policies and Procedures—Fiscal Yeat 
1943-1944. 

Also president of Pittsburgh Control— 
Fiscal Year, 1935-1936; vice-president of 
Pittsburgh Control—Fiscal Years, 1933- 
1934 and 1934-1935; director of Pitts- 
burgh Control—Fiscal Years 1936-1937 
and 1941-1942. 

* * * 

Colorado is again making its “jackpot” 
payment to recipients of old-age assist- 
ance, reports “American Economic Secut- 
ity” which adds that the Colorado Public 
Assistance Law provides that all excess 
remaining in the public assistance fund at 
the year’s end shall be divided among 
those on the old-age assistance rolls. So in 
addition to receiving payments of about 
$40 a month, recipients of old-age assist- 
ance receive jackpots of about $200 each. 
Colorado voters, in the recent general 
election, refused to repeal this jackpot 
provision of the old-age assistance law. 
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WHICH ONE STOLE THE $2700? 


Miss A. has been a cashier for 20 years. She was quiet 
and well liked — not the kind of person you would expect 
to “borrow” from cash receipts and cover up by altering 
the records. But she did, and when no one found out right 
away, she ‘“‘borrowed” some more. Three years later, when 
she was caught by the public accountants, she “‘owed”’ $2700. 

This is not an exceptional story. Half a billion dollars is 
lost to American business every year through the dishonesty 
of employees. Yet most of these losses can be prevented .. . 
and trusted employees protected from the temptation to 
steal. 

For buyers of Fidelity and Crime coverages, Liberty 
Mutual has developed a special plan. An Accounting Survey 
will help you plug up loopholes and prevent losses without 
disrupting your present accounting procedures. A staff of 
experts, especially trained in this field, will work to keep 
you safe from losses and your employees safe from the 
temptation to steal. This plan has helped to reduce insurance 
costs for leading businesses from coast to coast. 


A booklet, “Loopholes and Losses,” has been prepared for 
responsible businessmen. Howev.s, it must be personally 
delivered to you, since we cannot afford to have it fall into 
improper hands. Just telephone or write for your copy today. 





LIBERTY 


INSURANCE COMPANY 


HOME OFFICE: BOSTON 


Smoothing the flow of merchandising 





acres 
* We work to keep you safe * 
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Just as the country has raised its prices 
and traded itself out of the cotton market, 
so can labor raise its prices and trade itself 
out of prosperity.—Nugent Fallon. 
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During the five years before the war, 
reports a Twentieth Century Fund sur- 
vey, an annual average of 32 million 
acres of forest land was destroyed by fire. 























MARSH & McLENNAN 


INCORPORATED 
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Depreciation and Depletion Studies 


Valuations and Appraisals 


Organization and Business Reports 
Securities Registration Investigations 


Design and Construction 


Industrial Engineering 


Ford, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, 
LOS ANGELES 


CHICAGO” + 
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POSITIONS WANTED 








Controller—Treasurer—Utilities 


Institute member desires position of re. 
sponsibility. Has twenty-one years’ wide and 
varied experience as chief accountant, con- 
troller, and treasurer, with management back. 
ground of electric, telephone, bus and trac. 
tion experience. Presently employed as treas. 
urer-controller of medium electric utility, 
Recent change of management and desire to 
make wider use of ability makes new connec. 
tion desirable. Prefer location in north cen- 
tral states. Address: Box 634, ‘The Control- 
ler,” One East Forty-second Street, New 
York 17, New York. 


Executive Accountant 
Experienced as controller and tax man, 
C. P. A., Institute member, desires position 
in Southwestern or Pacific Coast areas. Ad- 
dress: Box 671, “The Controller,’ One East 
Forty-Second Street, New York 17, New 
York. 


Accounting—Auditing Executive 


CPA (New York), age 37, married, thor- 
oughly versed in all phases of management 
accounting and presently earning $10,000 as 
Chief Auditor of a major manufacturing or- 
ganization, seeks responsible association in 
Philadelphia, New York or Los Angeles areas. 
Salary is secondary to opportunity. Address: 
Box Number 674, “The Controller,’ One 
a. re Street, New York 17, New 
York. 


Controller 


Capable C.P.A. desires position with pro- 
gressive corporation. Excellent knowledge and 
over twenty years practical experience in de- 
veloping, analyzing, and interpreting costs, 
budgets, inventory control, cost control and re- 
duction programs, all phases of general ac- 
counting, internal auditing, systems, proce- 
dures, taxes, financial and cost reports. Salary 
open. Address Box Number 675, “The Con- 
troller,” One East Forty-Second Street, New 
York 17, New York. 


Financial Executive, Controller, Treasurer 


Eighteen yeats experience in administrative, , 


management, financial and corporate control 
with particular emphasis on parent and subsid- 
iary companies management and financial prob- 
lems. Practical experience in all phases of ac- 
counting, financial and budgetary control and 
taxes. Graduate accountant and lawyer. At 
present employed, desires to make a change. 
Address: Box 676, ‘The Controller,” One 
East Forty-Secand Street, New York 17. 


Assistant to Controller 

Do you need an aggressive young man to 
assist your Controller? I would like a position 
where I could prove my ability and at the same 
time benefit from the experience and knowl- 
edge of your Controller. Ten years experience 
in general accounting, office management and 
credits. At present have executive position 
with large midwest manufacturing company. 
Available on thirty day notice. Age 35. Mat- 
ried with two children. Minimum salary $5000. 
Photograph and complete information can be 
obtained by writing Box 677 ‘The Controller,” 
One East 42nd St., New York 17, New York. 


* * * 


Before the war about four million Americans 
paid an income tax. After the war began, ac 
cording to a Twentieth Century Fund repott, 
the number rose to above forty million, or over 
10 times as many. 
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J. K. LASSER’S “Business Tax Guide 
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How To Conduct Your Business— 
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n- ; BOOKS A YEAR ANYWAY—WHY NOT SE- 
ol. What to do before you start a business * CURE THEM AT A SUBSTANTIAL SAVING! 
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Complements 


re you come right 


down to it, there is only one 





difference between an un- | 
biased survey of your insur- | 
ance affairs and an audit of | 
your accounts. Both are pre- 
cautionary measures and 
both are concerned with 
your financial position. 
However, the audit estab- 
lishes your financial position 
as is, whereas an insurance 
survey determines what it 
may be if your assets or earn- 
ing capacity are destroyed or 
injured by casualties. One 


complements the other. 


JOHN R. BLADES 


Insurance Adviser 
50 Church St., New York 7, N. Y. 


Established 1926 


NO INSURANCE SOLD 

















When national debts have once been 
accumulated to a certain degree, there is 
scarce, I believe, a single instance of their 
having been fairly and completely paid. 
The liberation of the public revenue, if it 
has ever been brought about at all, has al- 
ways been brought about by a bankruptcy ; 
sometimes by an avowed one, but always 
a real one, though frequently by a pre- 
tended payment. ADAM SMITH (1776). 


* * * 


The output of the food-manufacturing 
industry has quadrupled since 1899. 
Manufactured and processed food prod- 
ucts today account for almost three- 
fourths of the value of all food and bev- 
erage purchases. 
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Section 102 Problems, Personal and Wage Policies 
Discussed at Special Meetings of Dayton Control 


Two special meetings of the Dayton 
Control of The Institute were held in 
January, in addition to the regular 
monthly dinner meeting on January 9. At 
a special luncheon on January 22, organ- 
ized by the Control’s vice-president, 
E. W. Weston, of Weston Paper and 
Manufacturing Co., there was a discus- 
sion of Section 102 problems. 

On January 30, the Control’s mem- 
bers were guests of The Sheffield Corpo- 
ration at a dinner meeting at its head- 
quarters, the occasion being arranged by 
the Control’s immediate past president, 





OFFICE MACHINES 





R. F. Whisler, controller of The Sheffield 
Corporation. Following dinner, the mem- 
bers conferred on wage, salary and per- 
sonnel practices and policies of their 
firms, basing the discussion on a survey 
conducted by Mr. Whisler, of the policies 
and practices of firms which are repre- 
sented in the Control. 

Items ‘on the agenda included: 1. dis- 
cussion of factory and office wage rates; 
2. vacation plans, pay basis, length of 
service basis; 3. sick-leave pay plans for 
salaried or hourly rated employees; and 
4. current labor demands. 





INTERNATIONAL 


OFFICE APPLIANCES, Inc. 
326-330'BROADWAY + NEW YORK 7,N., Y. 
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OST ACCOUNTANTS 
HANDBOOK 


Edited by THEODORE LANG, 
C.P.A.; and Board of 74 Con- 
tributing and Consulting Ed- 
itors representing cost experi- 
ence of every type 


For every man who works with costs—an 
unequalled fund of technical information on 
the whole range of cost accounting in manu- 
facturing, organized for ready use: princi- 
ples, techniques, and relationship of his work 
to the general accountant’s and engineer’s. 

Here is practical help on putting into op- 
eration these sound principles and practices 
which are so important in any forward-look- 
ing production or marketing program. 

In this Handbook, you have the successful 
application which cost men value and want 
to get. Its 25 sections give you basic plans 
of operation and practice of well managed 
companies ; control problems and their solu- 
tion; variations in technique for particular 
requirements : tested procedures and records 
for accumulating, analyzing and distributing 
data. 50-page index, 553 working forms, 
charts, etc. 1482 pages, $7.50 


25 Sections Cover 


Reports, Analysis and Control. Variation 
Analysis. Cost Classifications. Organizing. Cost 
Department. Cost Records. Setting Standard 
Costs; Operation. Specific Order, Continuous 
Process Systems. Joint, By-Product Costs. Esti- 
matéd Costs. Material Purchases; Costs and In- 
ventories. Scrap, Waste, Spoilage. Timekeeping, 
Payro'ls. Labor Costs. Overhead Accumulation. 
Distribution. Normal Capacity. Overhead and 
Product Cost. Research and Development Cost. 
Plant Assets and Depreciation. Budgets. Statisti- 
cal Methods. 


Jor year-round “de: 


fund opportunities. 2 vols. 


Estates, Trusts & Gifts 


Irreplaceable guidance for everyone who handles tax problems of 
estates and trusts. Helps in expert planning to ease tax burden by 
minimizing both estate and income taxes, showing what can and 


cannot be done under the law. 
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Books Financial Officers 
Everywhere Rely On 











1946-47 Issues of 


Montgomery's FEDERAL TAXES— 


Corporations & Partnerships 


In one place for ready application—everything you need to handle 
the year’s questions on these taxes, in any business, of any size. 
Standard since 1917—an aid to skill and foresight in setting ad- 
vantageous tax policies, planning of transactions, recognizing re- 


USINESS BUDGETING and CONTROL 


By J. BROOKS HECKERT, C.P.A., Associate Professor of siti 
Ohio State University 
This new book offers a thorough coverage for all those responsible for 
budgetary planning and control. Covers in satisfying detail principles, meth- 
ods and procedures for preparation and operation of budgets for all types of 
business both large and small. Follows each budget through from time budget 
figures are constructed to when completed reports are drawn up. Includes 
useful charts, forms, tables. $5.00 


HE ANALYSIS AND CONTROL 
OF DISTRIBUTION COSTS 


Also by J. BROOKS HECKERT 


Written to aid executives and accountants in the difficult task of applying 
analysis and control techniques to marketing effort. Offers those who have 
to work out and use procedure suitable to their specific situations a statement 
of basic problems and suggestions of illustrative methods which will be of 
practical value. $5.00 


DVANCED ACCOUNTING (4th Edition) 


By ROY B. KESTER, C.P.A., Professor and Head of Dept. of Account- 
ing, Columbia University 
A newly revised edition of this widely accepted standard. Covers account- 
ing and financial problems of corporations including basic considerations in 
preparation of financial statements. As in the author’s Principles of Account- 
ing, emphasis is on thorough understanding and application of principles. 
Difficult points and conflicting opinions thoroughly discussed and compared. 
Illustrative cases. $5.00 


HAT THE FIGURES MEAN 


By STEPHEN GILMAN, C.P.A., Vice-President, International Ac- 
countants’ Society, Inc. 


Organized, planned business relies on figures to read from them condi- 
tions important to see; action to be taken to profit by what the conditions 
indicate. 

It is not necessary to be an expert, how- income statement relationships, sales quo- 
ever, to interpret business figures. This tas, credit analyses, unit cost trends, among 
book shows how to apply simple statistical many others. Or, from the point of view 
devices to bring out significant meanings of those who prepare the studies, to or- 
in such data as studies of sales volume ganize and present reports so that others 
changes, production and expense relation- _ will read from them what the figures mean. 
ships, budget forecasts, balance sheet and $2.50 





THE RONALD PRESS COMPANY 


15 East 26th Street New York 10, N. Y. 











Please send the books checked: 
{ ] Business Budgeting, Heckert { ] Cost Accountants’ Handbook, 
Pes ee 00 Long, Ed. $7.50 
C3 Distetbation Costs, i. { ] Federal Taxes—Corporations, 
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Personal Notes About Controllers 








Mr. James A. Fleming, a member of The 
Institute since December, 1939, has retired 
from active duty as assistant controller of 
United States Steel Corporation, New York. 


Mr. Bradford Cadmus recently resigned as 
assistant comptroller of Standard Brands, Inc., 
New York, to accept the post of managing 
director of The Institute of Internal Auditors, 
with headquarters in New York. 


Mr. Robert W. Cornell, a member of the 
Controliers Institute of America, has been 
elected a vice-president of Parker Appliance 
Company, of Cleveland, Ohio. He has been 
succeeded, as comptroller, by Otto P. Bereit. 


Mr. C. E. Baxter, formerly treasurer of 
Slater Manufacturing Company, South Caro- 
lina, is now associated with J. P. Stevens & 
Company, Inc., New York. Elected to mem- 
bership in The Institute in June, 1934, he is 
holder of certificate number 340. 


Mr. Walter J. Corno, treasurer of A. & M. 
Karagheusian, Inc., New York, has been 
elected to the board of directors of the rug 
and carpet company. Mr. Corno has been a 
member of The Institute since September 1941. 


The Managing Committee of the Account- 
ing Section of the American Gas Association 
for the current year includes several members 
of the Controllers Institute of America. They 
are: Chairman, L. V. Watkins, secretary-con- 
troller, Panhandle Eastern Pipe Line Co., New 
York; Vice Chairman, John A. Williams, 
Niagara Hudson Power Corp., Syracuse, New 
York; F. J. Bischoff, Westchester Lighting 
Company, Mount Vernon; James Comerford, 
Consolidated Natural Gas Company, New 
York; L. L. Dyer, Lone Star Gas Co., Dallas, 
Texas; W. H. Keller, United Light & Power 
Co., Chicago, Illinois; T. S. Lever, the Phila- 
delphia Gas Works Co., Philadelphia, Penn- 
sylvania; R. B. Tulpin, Central Illinois Pub- 
lic Service Co., Springfield, Illinois; W. D. 
Virtue, Public Service Company of Colorado, 
Denver, Colorado. 


Mr. George T. Adams, formerly controller 
of Tubize Rayon Corporation, New York, is 
now controller of Allied Textile Printers, 
Paterson, New Jersey. Mr. Adams is a member 
of The Institute. 


Mr. W. Wayne Finn has been named office 
manager of Marchant Calculating Machine Co., 
of Oakland, California. Mr. Finn, who is a 
member of the Controllers Institute, was pre- 
viously treasurer and assistant secretary of Atlas 
Imperial Diesel Engine Co., of Oakland, Cali- 
fornia. 


Mr. J. M. Gibbons, holder of certificate 
number 708 of the Controllers Institute by 
virtue of election in May, 1936, is now as- 
sociated with Tekni-Craft, of Beloit, Wiscon- 
Sin. 


Mr. L. W. Webster, past chairman of the 
Committee on Cooperation with OPA, of The 
Institute, has been elected a director of 
Thomas J. Lipton, Inc., of Hoboken, New 
Jersey. He has also been appointed vice-presi- 
dent in charge of finance, retaining his posi- 
tion as comptroller. Mr. Webster joined Lip- 
ton in 1940 after a long career in public ac- 
counting, the last 16 years of which were 
spent with Touche, Niven, & Co. 


Mr. Joseph J. Thursh, associated with the 
R. H. Macy & Co., Inc., organization since 
1928 and vice-president and controller of 
Macy’s, New York, since 1943, has resigned, 
effective on April 1. A member of the Con- 
trollers Institute, Mr. Thursh will join Gold- 
blatt Brothers, Chicago, as assistant to the 
president. 


Mr. Abe Hackman, assistant controller of 
Macy’s, New York, for the last year, has been 
appointed vice-president and controller, it was 
announced by Edwin I. Marks, chairman of 
the executive committee of R. H. Macy & Co., 
Inc. Mr. Hackman succeeds Joseph J. Thursh, 
resigned. He first became associated with the 
organization in 1936 in a research capacity 
for the controller’s division. He has been with 
the concern since, except for an interval be- 
tween 1943 and 1945, when he held executive 
posts with the United Nations Relief and Re- 
habilitation Administration. 


Mr. William W. Bland, a past president of 
the Houston Control of The Institute, has 
been named to membership on the National 
Planning Committee of The Institute. 


Mr. John D. Grayson, treasurer of Hazeltine 
Electronics Corporation, New York, has been 
appointed president of Northeastern Molding 
Company, of New Haven, Connecticut. Mr. 
Grayson, who is a vice-president of the New 
York City Control of The Institute, will con- 
tinue to serve as treasurer of Hazeltine. 


Mr. Paul Haase, assistant secretary of Con- 
trollers Institute and managing editor of THE 
CONTROLLER, was recently reelected treasurer 
on the National Association of Public Rela- 
tions Counsel, Inc. Mr. Haase is serving his 
fourth term in the position. 


Mr. William Widmayer has been promoted 
from comptroller to vice-president and comp- 
troller of Guaranty Trust Company of New 
York. Mr. Widmayer has been a member of 
The Institute since January, 1943, and served 
as president of the New York City Control 
during the past year as well as general chair- 
man of the Fifteenth Annual Meeting of The 
Institute, in New York, last September. 


The election of Mr. Donald P. Jones as 
assistant comptroller of Sun Oil Company 
was recently announced by Robert G. Dunlop, 
comptroller of that company. Mr. Jones fills 
a vacancy that has existed since 1944, when 
Mr. Dunlop, a member of The Controllers 
Institute of America, was elected comptroller. 


Mr. Wendell C. Davis, former controller, 
and a member of The Institute, holding certifi- 
cate number 288, was recently elected vice- 
president of Cribben & Sexton Company, of 
Chicago. 


Mr. W. K. Minor, a member of the San 
Francisco Control since his election to The 
Institute in November, 1938, has been ad- 
vanced to the position of assistant controller 
of the Standard Oil Company of California. 
Mr. Minor is certificate holder 1317. 


Mr. Ralph O. Linville has been named con- 
troller of Kansas City Power & Light Com- 
pany, Kansas City. Mr. Linville was elected to 
membership in The Controllers Institute in 
April, 1943. 


Mr. Clarence L. Darby is now associated 
with the Mobile Paper Company, of Mobile, 
Alabama. Mr. Darby, who is vice-president 
of the Birmingham Control of The Institute, 
was previously secretary of the Birmingham 
Paper Company, Birmingham. 


Mr. J. B. Pope is now associated with the 
Burlington Mills Corporation of New York. 
Mr. Mills, who is holder of certificate num- 
ber 1334 of the Controllers Institute of Amer- 
ica, was previously connected with the Na- 
tional Spinning Company, Incorporated, in 
New York. 


Mr. Donald R. Thompson has been elected 
secretary and controller, and a member of the 
Board of Directors of The Snow-Nabstedt 
Gear Corporation, of Hamden, Connecticut. 
Previously Mr. Thompson, a member of The 
Institute, served his company as_ assistant 
treasurer and director. 


Mr. George V. Fortune recently accepted 
the position of comptroller of Logansport Dis- 
tilling Co., Inc., Philadelphia. In addition, 
Mr. Fortune, a member of The Institute since 
August, 1943, is also controller of two sub- 
sidiary companies—Penndale Distilling Co. 
and Siboney Distilling Corporation. Mr. For- 
tune has been engaged for twenty-two years 
in the practice of financial management and 
industrial accounting and control for manage- 
ment in the United States and South America. 
During the past eleven years, he has served 
as comptroller for the Standard Textile Prod- 
ucts Company and treasurer of its subsidiary 
group, assistant treasurer of Reynolds Metals 
Company, and comptroller of Elastic Stop Nut 
Corporation of America. 


Mr. F. W. Schultz, a member of The Con- 
trollers Institute, and holder of certificate num- 
ber 94, has been named assistant to the presi- 
dent of Atlas Imperial Diesel Engine Com- 
pany, of Oakland, California. 


Mr. T. A. Hamby of American Creosote 
Works, Incorporated, New Orleans, was re- 
cently elected a vice-president of his company. 
Mr. Hamby, a charter member of the New 
Orleans Control, was elected to membership 
in The Institute in March, 1944. 


Mr. Charles C. Hull, director of education 
and assistant secretary of the Controllers In- 
stitute, was one of the guests of honor at the 
forty-third annual banquet of the American In- 
stitute of Banking recently held at the Hotel 
Astor, New York. 


Mr. LeRoy F. Murphy has been elected vice- 
president and comptroller of the Fidelity Union 
Trust Company of Newark, New Jersey. He 
has been with the company since 1915, and 
comptroller since 1937. Mr. Murphy was 
elected to membership in the Controllers In- 
stitute of America in September 1941, and is 
the holder of certificate No. 1984 of The In- 
stitute. He represents his company on_ the 
Committee of Banking Institutions on Taxa- 
tion, New York City, and the New York City 
Bank Comptrollers and Auditors Conference. 


Mr. Herman J. Olt, formerly _secretaty- 
treasurer of Infilco, Incorporated, of Chicago, 
and a member of The Institute since March, 
1938, is now affiliated with Allen R. Smart & 
Company, of New York. 


X%.UM 
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H. C. Arnold Retires from Cavalier 
Corporation 


Following 50 years service, 30 of which 
were spent as controller, Mr. Henry C. Arnold 
has retired from active duty with The Cavalier 
Corporation, of Chattanooga, Tennessee.. Mr. 
Arnold is continuing to serve in an advisory 
capacity and retains the title of secretary-treas- 
urer, having been succeeded as controller by 
Mr. Charles G. Dudley, a fellow member of 


The photograph 
of Mr. Arnold (left) 
was taken shortly 
after his seventieth 
birthday, early in 
February, 1947. 





the Controllers Institute of America, in which 
Mr. Arnold has held membership since 1942. 
A native of Bluffton, Indiana, Mr. Arnold 
began work as an office boy, on November 1, 
1896, with Loomis Hart Manufacturing Co., of 
Chattanooga, at $5.00 per week. That company 
later became a part of Tennessee Furniture Co. 
and the name was changed to The Cavalier 
Corporation. Mr. Arnold was educated in Bay- 
lor’s Boys’ School, of whose first class he was 
a member, and Pennsylvania Military College. 
During his years of activity with The Cava- 
lier Corporation, Mr. Arnold installed the first 
I.B.M. equipment in Chattanooga. He con- 
tinues to be active in the Chattanooga Control 
of The Institute, on whose Board of Directors 
he is currently serving. Mr. Arnold holds mem- 
bership certificate 2216 of The Institute. 


Article Cites Cooperation of Trade Bodies 
and Government 


During World War II trade associa- 
tions worked with Government to a 
greater degree than ever before on prac- 
tically every industrial and wartime prob- 
lem, according to an article in the Feb- 
tuaty issue of ‘Domestic Commerce,” 
monthly publication of the Department 
of Commerce. 

Some ways in which the more than 16,- 
000 local, state and national associations 
assisted the Government materially in get- 
ting the war job done were: 


_ 1. To speed and simplify manufactur- 
ing processes throughout all industry. 

2. To devise new products to meet spe- 
cial military needs. 

3. To trouble-shoot production and 
distribution bottlenecks. 

4. To secure and maintain public sup- 
port of necessary Government programs. 


_ The article also outlines the many ways 
in which trade asociations and govern- 
ment cooperate during peacetime to mu- 
tual advantage. These include industrial 
teseatch, market research, standardization 
and simplification, statistics, traffic and 
ttansportation, foreign trade and many 
other cooperative efforts. Outstanding ex- 
amples are cited. 
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The Main London Office, shown above, is located at 
32 Lombard Street—a thoroughfare famous for its 
centuries-old association with British and international 


finance. 
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Below—Big Ben and 
the Houses of Par- 
liament. 


50 Years of American 


Banking Service in England 


Established in March, 1897, as one of 
the earliest branches of any American 
bank in Europe, our Main London 
Office has provided uninterrupted serv- 
ice throughout a period witnessing the 
strains and dislocations of two World 
Wars. Other branches, in England and 
Continent, London 


Bush House, 


branches in Paris and Brussels. 


on the are our 


branch in and our 


These branches afford to American 
companies, banks, and travelers and 
residents abroad, the facilities of Ameri- 


can banks with American methods, with 


intimate knowledge of European condi- 
tions and enjoying long-established re- 
lationships with important European 


banking and business organizations. 


To companies in the United States 
that now have or are contemplating 
the establishment of branches abroad; 
to American business men interested 
in trade possibilities in Europe; and 
to Americans abroad, whether for 
business or pleasure—the facilities of 
these branches are of special value. 
We welcome inquiries regarding any 


phase of our service. 


Guaranty Trust Company 
of New York 


140 Broadway, New York 15 


Fifth Ave. at 44th St. 
New York 18 
LONDON 


32 Lombard St., E.C. 3 
Bush House, W.C. 2 


Madison Ave. at 60th St. 
New York 21 


PARIS 


4 Place de La Concorde 


40 Rockefeller Plaza 
New York 20 
BRUSSELS 
27 Avenue des Arts 


Member Federal Deposit Insurance Corporation 
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| Reviews of Recent Publications 





Bank Service Costs 


A SUGGESTED BANK COST AC- 
COUNTING PROCEDURE. By J. C. 
Gibson. Published by Bureau of Busi- 
ness Research and Service, University 
of Wisconsin, Madison, Wisconsin. 
$1.00. 

Based upon examination of bank cost 
procedures in actual practice, this study 
sets forth a simplified method for deter- 
mining the costs and profitability of each 
basic banking service. In the words of the 
author, an attempt is made “‘to provide a 
practical, workable approach to ae cost 
accounting and to avoid an overly theo- 
retical or involved cost procedure. Oppo- 
sition to the determination of bank costs 
has arisen from the belief that, inher- 
ently, cost analysis is voluminous, cum- 
bersome and costly. Much of this opposi- 
tion can be overcome by demonstrating 
that proper cost procedure can obtain 
practical results from an analysis of ac- 
counting data readily available in most 
banks, without an undue expenditure of 
time and effort.” 

The procedure outlined by Professor 
Gibson consists of three broad steps: 


1. The adjustment of the bank’s profit 
and loss accounts to a cost basis, so that 
these adjusted account balances reflect 
fully and accurately the actual costs of 
operating the bank. 

2. The distribution or allocation of 
these account balances to each depart- 
ment or major operating division of the 
bank, to obtain the cost of operating the 
department, and 

3. The assignment or closing of the 
costs of certain departments to other 
more basic departments each of which 
performs an essential banking function, 
so as to disclose the total cost of perform- 
ing this function or service. Additional 
steps are suggested for determining the 
unit cost of each item handled in provid- 
ing various banking services. 


Income accounts are similarly analyzed 
and allocated so as to reveal, in conjunc- 





YOUR ANNUAL REPORT 


graphically portrayed, tells a story 
readers will not overlook. 


For a complete statistical and 
graphic presentation service, call 


CHART-FACTS 
154 Nassau St. New York 7, N. Y. 
Worth 2-0580 


Illustrated Brochure on Request—No 
Obligation 


Out-of-town inquiries invited 











tion with the cost analysis, the relative 
profitability of each of the bank’s services 
(the functional profit and loss state- 
ment), and the gross and net income 
from funds invested in each of the bank's 
earning assets. Brief attention is also 
given to the use of cost data in bank 
management and to the application of 
cost procedure to banks having branches 
or stations. 

A particularly interesting feature of 
this bulletin is the inclusion of a wealth 
of illustrative material showing in detail 
suggested methods for making the cost 
allocations and assignments required. 
This material is based upon the opera- 
tions of a large bank with many depart- 
ments, but from time to time suggestions 
are made for the adaptation of the pro- 
cedure to smaller banks with less com- 
plex organization. 

Either in the broad outline of the cost 
procedure described or in the wealth of 
detail regarding methods of cost alloca- 
tion, the individual banker should find in 
this study considerable material of inter- 
est or of practical value with reference to 
his own problems of cost analysis and 
cost control. 


Coordinating Industrial Research 


THE COORDINATION OF MOTIVE, 
MEN AND MONEY IN INDUSTRIAL 
RESEARCH. Published by Standard Oil 
Company of California, San Francisco. 

How to organize a working industrial 
research department is the subject of a 
new handbook recently published by 
the Standard Oil Company of California 
under the title, ‘““The Coordination of 
Motive, Men and Money in Industrial 
Research.” Reflecting the interest of 
modern business and industry in the use 
of science to develop new products, 
processes and markets, the survey on 
which the handbook was based enlisted 
the experience of these companies and 
institutions : 

The Dow Chemical Company, Gen- 
eral Electric Company, Gulf Oil Cor- 
poration, Socony- Vacuum Oil Company, 
Inc., Standard Oil Company (Indiana), 
Sun Oil Company, The Texas Company, 
Union Oil Company of California, 
United States Rubber Company and the 
Armour Research Foundation of the II- 
linois Institute of Technology. 

The study originally was undertaken 
to analyze the organization and manage- 
ment of Standard of California’s own 
subsidiary, the California Research Cor- 
poration, for comparison with other 
leading industrial research institutions. 
The study later was broadened to ex- 


amine all phases of organization and 
business management practices in indus. 
trial research. The resulting handbook 
is being made available to management, 
interested businesses, educators and to 
those interested in organization and re. 
search generally. 

Topics covered include the origins of 
science, technical research and labora. 
tories; industrial research motives; gen- 
eral organization and coordination; 
management guides for executives and 
key staff personnel, and the provision 
of funds and their control. 

Extensive charts illustrate divisions of 
responsibility, executive functions, tela- 
tionships and limits of authority. 

The report was prepared by Darrell 
H. Voorhies, organization counsel in 
Standard’s Department on Organization, 
with the assistants of his associates and 
A. L. Lyman, vice-president and director 
of laboratories for California Research 
Corporation. 


“Clinic for Internationalism”’ 


AMERICANS IN PERSIA. By Arthur 
C. Millspaugh. Published by the Brook- 
ings Institution, Washington 6, D. C. 
$3.00. 

By now most Americans, having be- 
come aware of the change of name, rec- 
ognize Iran as the land known as Persia 
in the geographies of bygone days. The 
Azerbaijan dispute between Russia and 
Iran, and the attention it drew at United 
Nations conferences, have added some 
surface familiarity. But the true impor- 
tance of the land—its rulers, its economy, 
and its key position in the Europe-Asia 
land mass—is still but little appreciated, 
except perhaps by a number of service 
men and civilians who spent part of the 
war years in that area, bringing lend-lease 
supplies to beleaguered Russia. 

Dr. Millspaugh, once characterized in 
an Iranian newspaper as ‘“‘a Yankee in 
Iran,” was holder of a key position in the 
Iranian government for seven years. His 
book is a personal report on a problem- 
laden area that combines a thorough 
knowledge of the land with a flavoring 
of personal experiences. Since Iran (or 
Persia) is one of the danger-points in in- 
ternational stability, Dr. Millspaugh’s 
book presents a challenge both to the 
molders of American policy and to our 
people, without whose support sound 
policies cannot be carried out. 


—Reviewed by PAUL HAASE 


Metered Mail Growing 


With recent installations in 54 more cities, 
now over 100 cities have over 700 Pitney-Bowes 
metered parcel post machines. This is part of 
a longterm contract which the Post Office De 
partment has with Pitney-Bowes, Inc. Origi- 
nated 26 years ago, private business meter 
mail systems last year accounted for neatly one 
fifth of all U. S. postage revenue—over $200, 
000,000. 
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Clanouncing : 


1947 MIDWESTERN CONFERENCE 
Sponsored by the 


Pittsburgh Control, 
Controllers Institute of America 
To be held in 


PITTSBURGH 
Sunday-Monday-Tuesday 


MAY 18-20, 1947 
at the 
WILLIAM PENN HOTEL 


Program, Speaker and Other Announcements Will Be Made Shortly 


EXECUTIVE COMMITTEE 
General Chairman—Paul J. Urquhart 


Deputy General Chairman and Chairman of 
Sub-Committees—Oscar N. Lindahl, Carnegie-II- 
linois Steel Corporation; Chairman, Program 
| Committee—L. H. Lund, Westinghouse Electric 
Corporation; Chairman, Financial Committee— 
George W. Rooney, United States Steel Corpora- | 
tion of Delaware; Chairman, Arrangements Com- | 
mittee—]. Herbert Carson, Pittsburgh Steel Com- 
pany; Chairman, Publicity Committee—C. R. Fay, | 
Pittsburgh Plate Glass Company; Chairman, | 
Speakers’ Hospitality Committee—Rolf Griem, 
A. M. Byers Company; Chairman, Reception | 
Committee—R. Earl Gray, Koppers Company, | 
Inc. 


ADVISORY, WAYS AND MEANS COMMITTEE | 

Chairman—E. A. Berry, Koppers Company, 
Inc.; John V. Bowser, The Westinghouse Air 
Brake Company; Walter H. Dupka, Jones & 
Laughlin Steel Corporation; H. A. Gidney, Gulf 
Oil Corporation; Oscar N. Lindahl, Carnegie-II- 
| linois Steel Corporation; Roscoe Seybold, West- 
inghouse Electric Corporation; Paul E. Shroads, 
National Steel Corporation; Wilford H. Swinney, 
West Penn Power Company; Paul J. Urquhart. 











Amendments to Supplement S-T 


The Securities and Exchange Commis. 
sion has adopted two minor amendments 
to Supplement S-T under the Securities 
Act of 1933. Supplement S-T contains 
special items which ate required to be an- 
swered where the securities being regis. 
tered are to be issued under an indenture 
nin a0 to be qualified under the Trust 
Indenture Act of 1939. One of the 
amendments clarifies the instructions re- 
garding the place at which the Supple- 
ment should be inserted in the registra- 
tion statement. The other amendment 
changes the instructions so as to refer to 
Form S-1 instead of Form A-2. 

The text of the Commission’s action 
follows: 

The Securities and Exchange Commission, 
acting pursuant to the Securities Act of 1933, 
particularly Sections 7, 10 and 19 (a) thereof, 
and deeming such action necessary and appro- 
priate in the public interest and for the protec- 
tion of investors and necessary to carry out the 
ptovisions of the Act, hereby amends Instruc- 
tions 1 and 3 of the General Instructions to 
Supplement S-T to read as follows: 

“1. The special items comprising this Sup- 
plement S-T shall be applicable to issuers reg- 
istering securities under the Securities Act of 
1933 if any of the securities being registered 
are to be issued under an indenture required to 
be qualified under the Trust Indenture Act of 
1939. The special items, together with the an- 
swers thereto, shall be inserted in the registra- 
tion statement immediately preceding the Un- 
dertaking To File Reports. 

‘3. There may be omitted from any pros- 
pectus all matter contained in the registration 
statement pursuant to the requirements of this 
Supplement, except Item 4-T. The analysis re- 
quired by Item 4-T may be omitted from any 
‘newspaper prospectus’ as that term is defined 
in Instruction 1 of the Instructions as to News- 
paper Prospectuses in Form S-1.” 

The Commission finds that the foregoing 
amendments involve only the clarification of 
matters of procedure or practice and do not 
effect any substantive change and therefore that 
notice and public procedure pursuant to Sec- 
tion 4 (a) and (b) of the Administrative Pro- 
cedure Act are unnecessary. In view of the de- 
sirability of having the matter involved in the 
foregoing amendments clarified’ as soon as pos- 
sible, good cause exists for declaring the 
amendments effective in less than thirty days; 
hence the amendments shall become effective 
January 30, 1947. 

* * * 


By a vote the British Medical Associa- 
tion refused to authorize negotiations 
with the Government on the National 
Health Service Act. This means in effect 
that the majority of doctors in Britain 
will refuse to cooperate, and a new 
scheme will probably have to be drawn to 
meet the medical profession’s objections 
to the present bill. 

Dr. Charles Hill, secretary of the Asso- 
ciation, said, ‘The medical profession has 
intimated through this plebiscite that it 
regards the principles of the act as 0 
much in conflict with what it believes to 
be proper principles of national health 
service that it is not fair to themselves of 
to the public to fill in the details of a bad 
act by negotiating with a Minister on reg- 
ulations.” 


YUM 








The Controller, March, 1947 


Whether you give dictation... 

or transcribe it... you can save 
time, reduce effort, open up 

opportunities for creative activity 
by letting the modern method 

simplify paper work. . . electronically. 
The Edison Electronic Voicewriter 

. recognized by its Ear-Tuned 

Jewel-Action ... makes shouts or 

whispers sound as they should, so 
that the exact words dictated 

appear on paper the first time 

.. every time. 


CL Ea | | 
1847 THOMAS A. EDISON CENTENNIAL 1947 


Thomas A. Edison, Incorporated ii ] — 
West Orange, New Jersey ‘fe 
. ‘ 


{In Canada: Thomas A. Edison of Canada Ltd. 
Toronto 1, Ontario) 
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INSTITUTE ACTIVITIES 








Special Committee Advancing Plans for 
French Lick Conference, June 13-14 


Plans for the conference of controllers 
at French Lick, Indiana, scheduled for 
June 13-14, were advanced at a meeting 
in Cincinnati, on January 30. Those in 
attendance included representatives of 
the Cincinnati, Dayton, Indianapolis and 
Louisville Controls. 

The preliminary program calls for the 
opening of the conference at luncheon on 
Friday, and an invitation has been ex- 
tended to The Institute’s president, Mr. 
John H. MacDonald, vice-president of 
National Broadcasting Company, New 
York, to be the guest speaker. A tech- 
nical session will follow during the after- 
noon, with the evening devoted to a din- 
ner and a speaker of national reputation. 
Saturday morning will witness the final 
business session, a ‘Problems Breakfast’’ 
under the chairmanship of Mr. Kelly Y. 
Siddall, of The Procter & Gamble Com- 
pany, Cincinnati. Mr. Siddall is a na- 
tional director of The Institute. 

Members of the Birmingham and Chat- 
tanooga Controls were also invited to at- 
tend the French Lick Conference during 


the course of meetings of those Controls 
in January, at which Mr. Paul Haase, 
assistant secretary of The Institute, was 
in attendance. Mr. Harrell also attended 
the Chattanooga meeting and outlined 
plans for the sessions. 

On January 18, the officers and di- 
rectors of the Louisville Control met with 
Mr. Haase in Louisville to consider pre- 
liminary plans. Later that day Mr. Haase, 
together with Messrs. Bruder and Har- 
rell, traveled to French Lick, Indiana, to 
make advance arrangements for the Con- 
ference. 

The French Lick Conference Commit- 
tee includes Messrs. John R. Sanderlin, 
as general chairman; W. B. Harrell, 
program and arrangements; W. H. Mac- 
Lean, recreation and entertainment; G. 
Stuart Bruder, reception; Lisle W. Ad- 
kins, representing the Cincinnati Con- 
trol; R. E. Hoefflin, representing the 
Dayton Control; B. C. Schaefer, repre- 
senting the Indianapolis Control; and 
Paul Haase, representing national head- 
quarters of The Institute. 


New Orleans Control Will Be Host to 
Southwestern Conference in January, 1948 


Expansion of the annual joint meeting 
of the Houston and Dallas Controls, held 
each January for the past two years, is 

lanned for the next conference which 
will be held in New Orleans on January 
23, 1948. 

The members of the New Orleans 
Control of The Institute invited the 
members of the Houston and Dallas Con- 
trols to meet in New Orleans in 1948, 


Successful Technical Meeting 
Staged by Chicago Control 


The first meeting sponsored by the 
Technical Committee of the Chicago Con- 
trol was held on January 28 at the Con- 
tinental Hotel with an attendance of 60 
members and guests of the Control. A 
short paper was delivered by Mr. B. A. 
Hindmarch, manager of the suggestion 
system of American Steel Foundries, fol- 
lowed by a very successful question and 
answer period in which the questions 
were handled by Mr. Hindmarch and 
Mr. Donald Richardson, personnel as- 
sistant of Whiting Corporation. The 
Control’s Technical Committee is under 
the chairmanship of J. B. Lanterman, 
comptroller of American Steel Foundries, 
Chicago. 


the invitation being extended by Mr. 
Paul Haase, assistant secretary of The In- 
stitute, who addressed the dinner session 
of the joint meeting in Houston on Jan- 
uary 24. Earlier in the week, Mr., Haase 
had spoken at the January 21 meeting 
of the New Orleans Control, on which 
occasion it was unanimously voted to ex- 
tend the invitation. 

The 1948 Conference of the New Or- 
leans, Houston and Dallas Controls is 
expected to take place at the Hotel 
Roosevelt. 


Penn-York Division Discusses 
Plant Operating Budgets 
At Emporium Meeting 


Despite adverse weather conditions, in 
the form of a near-blizzard, a large grou 
of members and guests of the Penn York 
Division of the Buffalo Control gathered 
on January 21, at Emporium, Pennsyl- 
vania, for the second meeting of the re- 
cently organized Penn-York Division. 
The afternoon program included a tour 
of the plant of Sylvania Electric Prod- 
ucts, Inc., followed by dinner in the 
Sylvania Club. 

Among the speakers were Messrs. 
Dundas Peacock, controller of Elliott 
Company, Jeannette, Pennsylvania, and 
J. C. Farley, controller of Sylvania’s radio 
tube division, who introduced the fea- 
tured speaker, Charles Gleason, manager 
of cost control and cost analysis for Syl- 
vania. Mr. Gleason, in a discussion of 
plant operating budgets, explained in de- 
tail the mechanics of the system devel- 
oped by Sylvania. By referring to the 
actual forms used, he traced the flow of 
data through to the final analytical de- 
terminations. A very interesting phase of 
his talk was the explanation of the ac- 
counting and economic theory behind the 
principles underlying the budget system. 
He also illustrated the methods used to 
“sell” the operating and accounting per- 
sonnel on any procedure after it had been 
devised. Mr. Gleason advocated a cooper- 
ative approach which reduces to a mini- 
mum any misunderstandings or disagree- 
ments. The entire group appreciated his 
facts and suggestions. 

The next meeting is scheduled for the 
latter part of March and will be at Ridg- 
way, under the management of C. E. Mc- 
Caulley, of Elliott Company. 


Twin Cities Control Names Archives 
Committee 


President P. H. Wernicke, of the Twin 
Cities Control, has appointed an Archives Com- 
mittee composed of F. E. King and R. H. Doe. 
This committee will assemble the records of 
the Control and official documents, and look 
after their custody. 


L. D. Luey Is Elected President of 
Birmingham Control 


Mr. Lawrence D. Luey, comptroller of Con- 
nors Steel Company, Birmingham, was elected 
president of the Birmingham Control on Jan- 
uarty 27, succeeding Mr. Raymond Beeny, secre- 
tary-treasurer of The Alabama Gas Company, 
Birmingham. The other officers of the Control, 
including Mr. Clarence L. Darby, of Mobile 
Paper Company, as vice-president, and Mr. 
Richard H. Childers, auditor of Moore-Hand- 
ley Hardware Company, Birmingham, as secre- 
tary, continue to serve in their respective posi- 
tions. 

Plans were also made to meet monthly, here- 
after, on the fourth Monday of each month, 


with the February 24 meeting featuring a pre- 
sentation on industrial insurance, arrang 

the Program Committee of which the chairman 
is Mr. B. D. Bromberg, assisted by Messrs. Gor- 
don Calder and John Pugsley. 

Other programs scheduled by the Birming- 
ham Control include a round table discussion 
of current problems, on March 24, followed by 
“Labor Contracts” as the subject of the April 
28 meeting. 

Members of the Birmingham Control have 
been invited to attend the French Lick Confer- 
ence, June 13-14, at French Lick, Indiana, by 
the members of the Louisville Control. 
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THE OHIO OIL COMPANY, Findlay, Ohio, speeds 
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You see Burroughs machines in large businesses and small . . . 
in factories, department stores and financial institutions . . . in 


the corner grocery and at the local restaurant. 


Behind this nationwide, worldwide acceptance is the con- 

stant activity of a forward-looking organization, dedicated to 
meeting tomorrow’s business needs. Right at this minute, highly 
trained field men are talking with business men, analyzing 
new problems of accounting and bookkeeping, exchanging 
and coordinating their knowledge with 

other Burroughs representatives. Engineers 

and scientists are searching varied fields of 

science, from color design to electronics, for 


yprever YOU GO- 


ways to make still finer, still more useful 


YOU SEE Burroughs machines. 
BURROUGHS MACHINES 


Product developments are taking place that will 
breathe new life into old jobs—do them even better 
than did the fine Burroughs machines of the past...so 


you'll continue to see Burroughs machines wherever you go! 


BURROUGHS ADDING MACHINE COMPANY e DETROIT 32, MICH. 


figure work with this modern installation of Burroughs 
Electric Calculators, 
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MEETINGS OF CONTROLS 








WESTERN MICHIGAN 
Topic: ECONOMIC TRENDS 


Mr. Russel A. Swaney, Western Michigan 
Representative of the Federal Reserve Bank 
of Chicago, led a round table discussion on 
“Economic Trends and Financial Require- 
ments” at the February 12 meeting of the 
Western Michigan Control, which took place 
at the Peninsular Club, Grand Rapids. Prior 
to the meeting, the members of the Control 
assembled at the Baker showrooms and mu- 
seum in the Exhibitors Building, Grand 
Rapids, in response to the invitation ex- 
tended by B. B. Patterson of Baker Furni- 
ture, Inc., Holland, Michigan, and a fellow 
member of the Control. 


TWIN CITIES 
PLANT DINNER AND VISIT 


For its regular monthly meeting, the Twin 
Cities Control visited the American Hoist & 
Derrick Company plant, in St. Paul, on Feb- 
truary 4. Prior to the excursion through the 
plant, the members were guests of the Com- 
pany and Mr. H. W. Moberg, at a dinner in 
the cafeteria. 


TOLEDO 
Topic: CONTROLLERSHIP 
For its regular monthly meeting on Feb- 
ruary 13, the Toledo Control held an educa- 
tional meeting with Mr. Clair K. Searles, 
Dean of the College of Business Administra- 
tion of the University of Toledo, and Mr. 
Charles C. Hull, director of education of the 
Controllers Institute as guest speakers. The 
topic under discussion was ‘““What Control- 
lership Means to the College Graduate.” 


SYRACUSE 
Topic: TAX PROBLEMS 


The Syracuse Control meeting on January 


21 at the Onondaga Hotel was held in the 
form of a round table discussion, on the sub- 
ject of “Current Tax Problems.’ Herbert S. 
Howard, of Niagara-Hudson Power Corpora- 
tion, Syracuse, and a member of the Syracuse 
Control of The Institute, was the discussion 
leader. 


SPRINGFIELD 
Topic: INSURANCE 
Mr. Dwight W. Sleeper, chief consultant 
of the Insurance Buyers’ Council of Bos- 
ton, spoke on “Insuring Against Deprecia- 
tion and Against Interrupted Earnings” at 
the February 18 meeting of the Springfield 
Control at the Sheraton Hotel. 


SEATTLE 
Topic: POSTWAR TAX STRUCTURE 
Mr. E. P. Tremper, C. P. A. and tax ex- 
pert, reviewed and interpreted ‘“The Postwar 
Tax Structure,” in connection with recent re- 
ports issued by the Treasury Department, at 
the regular monthly meeting of the Seattle 
Control on January 30. 


ROCHESTER 
Topic: LEADERSHIP 
“Leadership and What It Takes” was dis- 
cussed by Mr. Ralph L. Lee, of the depart- 
ment of public and employee relations of Gen- 
eral Motors Corporation, Detroit, at the meet- 
ing of the Rochester Control, which took place 
on January 29 at the Sheraton Hotel. 


PHILADELPHIA 
Topic: UNEMPLOYMENT COMPENSA- 
TION ‘ 
The Philadelphia Control featured at its 
February 6 regular monthly meeting two 
guest speakers, Mr. Franklin L. Heiss, senior 








WE ARE PLEASED TO ANNOUNCE THE APPOINTMENT OF 


WILLIAM RULON WILLIAMSON, FA.S., F.A.1A., F.C.A.S. 


(formerly Actuarial Consultant to the Social Security Administration ) 


AS PRESIDENT OF OUR ORGANIZATION 
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ACTUARIES AND EMPLOYEE BENEFIT CONSULTANTS 
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partner of Heiss, Gibbons and Company in 
Harrisburg, Pennsylvania, and Mr. Miles J, 
Gibbons, a partner in the same firm, who 
spoke jointly on “Merit Rating Under Un. 
employment Compensation.” The meeting 
took place at the Warwick Hotel. 


MILWAUKEE 
Topic: THE NEXT FIVE YEARS 


Professor Malcolm P. McNair of Harvard 
University, and a director of John Wana. 
maker, presented “The Economist's View of 
the Next Five Years,” to the Milwaukee Con. 
trol members at their January 28 meeting. The 
Milwaukee Club was the scene of the meeting. 


LOUISVILLE 
Topic: TAX DECISIONS 
A “Review of Important Court Decisions 
Relating to Tax Problems” was presented by 
Mr. James W. Huss, associated with Lybrand, 
Ross Brothers & Montgomery, of Louisville, 
Kentucky, at the regular monthly meeting of 
the Louisville Control, held at the Kentucky 
Hotel, on January 29. 


INDIANAPOLIS 

Topic: ACCOUNTING DEVELOP. 

MENTS 

Mr. D. Lyle Dieterle, associate professor of 
accounting of Indiana University, spoke before 
the Indianapolis Control, at its January 23 
meeting, held at the Lincoln Hotel. For the 
occasion, Mr. Dieterle had chosen as his topic, 
“Some Recent Developments in Accounting.” 


HARTFORD 
Topic: THE JOB AHEAD 
Mr. Alan P. Turner, vice-president of Bar- 
rington Associates, New York, pointed out the 
major factors that need to be reviewed for 
expected business developments in a talk be- 
fore the Hartford Control on February 6, en- 
titled, ‘Double Checking on the Job Ahead.” 
The dinner meeting took place at the Elm 
Tree Inn, in Farmington. 


DISTRICT OF COLUMBIA 
Topic: NATIONAL PARKS 


Mr. R. F. Lee, chief historian of the Na- 
tional Park Service, addressed the members 
of the District of Columbia Control at their 
January 28 meeting, on national parks and 
monuments. Mr. Lee was assisted in his illus- 
trated talk by Mr. T. Sutton Jett who is in 
charge of Washington memorials. 


DETROIT 
Topic: POSTWAR GERMANY 
The January meeting of the Detroit Con- 
trol, held on January 28 at the Hotel Statler, 
featured as guest speaker, Mr. Joseph M. 
Dodge, president of the Detroit Bank, who 
gave his impressions of political and economic 
affairs gained as director of the Financial Di- 
vision of the United States Military Govern- 
ment in Germany. 


DAYTON 
Topic: RISK ANALYSIS 
At the February 13 meeting of the Dayton 
Control, which took place at the Van Cleve 
Hotel, Mr. Sid Marean presented his views 
on “Risk Analysis—Management’s Assurance 
of Adequate Insurance.” Mr. Marean 1s 40 
independent insurance broker and a chartere 
life underwriter, with offices in Cincinnat. 
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CLEVELAND 
DISCUSSION PROGRAM 

At its February 11 dinner meeting, the 
Cleveland Control featured a question and 
discussion program, in be the following 
subjects were covered: 1. Treatment on the 
balance sheet and income statement of fully 
amortized emergency facilities remaining in 
use, the discussion on this question being 
started by Mr. William Wilkenloh of the 
Cleveland office of Price, Waterhouse & Co.; 
2. Relation of insurance coverage to present 
day costs of construction; 3. Special reports 
to top management. 

The Program Committee of the Control 
had recently polled the Control’s members 
regarding subjects for discussion. Other top- 
ics which it is planned “4 have discussed at 
later meetings include: 1. Published income 
statement ent: Mae 2. Presentation of 
information to stockholders and employees; 
3. Uniformity in tax and annual reports to 
various states. 


CINCINNATI 
Topic: SECTION 102 
Mr. ag Sonkin, CPA and a tax special- 
ist with Lybrand, Ross Brothers and Mont- 
gomery, spoke before the Cincinnati Control 
at its February 11 meeting, on “Observations 
of Section 102.’ 


CHATTANOOGA 
SPECIAL PROGRAM 
Mr. Paul Haase, assistant secretary of The 
Controllers Institute and managing editor of 
its magazine, THE CONTROLLER, attended the 
special January 28 meeting of the Chattanooga 
Control, formerly scheduled for February 4, 
and communicated to the members the latest 
developments from the National Headquar- 
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ters of The Institute. The meeting took place 
at the Read House. A second speaker was Mr. 
W. B. Harrell, of Louisville Tin and Stove 
Co., who extended an invitation, as vice- 
president of the Louisville Control, to the 
Chattanooga members regarding attendance at 
the French Lick Conference, on June 13-14, 
1947. 


BUFFALO 
Topic: ORGANIZATION AFFAIRS 


The February 11 meeting of the Buffalo 
Control was held in the form of a member- 
ship forum with members asking questions 
and expressing views on national and local 
controllership organization affairs. The meet- 
ing took place at the Park Lane Hotel. 


BRIDGEPORT 
Topic: BULLETIN IV 
The Bridgeport Control at the Graduates 
Club in New Haven on February 5 was at- 
tended by approximately twenty-five members 
and guests. Mr. Charles C. Hull, director of 
education and assistant secretary of The Insti- 
tute, spoke briefly on the controller's place in 
today’s economy. He pointed out the desirabil- 
ity of overcoming friction within an organiza- 
tion and the necessity for stemming the tide 
against a nation-wide tendency toward over-so- 
cialization throughout industry and government 
alike. Stating that because a controller's func- 
tion is one of maintaining a business in bal- 
ance, he emphasized the necessity therefore for 
proper organization of the controller's office. 
This led into a discussion of the current and 
long-term objectives of the program of the Na- 
tional Committee on Education and provoked 
an animated discussion of Bulletin IV, ‘The 
Organization of the Controller's Office.” Such 
matters as personnel, inventories, costs and in- 
ternal audits were discussed in much detail. 


New Birmingham President 





L. D. Luey 


BIRMINGHAM 
SPECIAL PROGRAM 

At the January 27 meeting, the Birming- 
ham Control had as its guest, Mr. Paul 
Haase from National Headquarters of the 
Controllers Institute. Mr. Haase, as assistant 
secretary of The Institute and the managing 
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editor of ‘The Controller,’ attended the 
meeting at the Tutwiler Hotel during thé 
course of a trip to the Texas Conference. An 
account of the meeting, at which L. D. Luey 
was elected president of the Control, appears 
on page 160. 


BALTIMORE 
Topic: WAGES 
The Baltimore Control presented at its Feb- 
ruary 12 dinner meeting, Mr. George E. 
Meyers, manager of the Special Service De- 
partment of Ernst and Ernst, with headquar- 
ters in Boston, who spoke on “What About 
Future Wage Payment Structures?” 


While the population of all Latin American 
countries combined is almost as large as that 
of the United States, according to a Twentieth 
Century Fund study, the combined income of 
these countries before 1939 was less than one 
fourth of ours. 
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NEW MEMBERS ELECTED 








At a meeting of the National Board of Di- 
rectors held January 17, 1947, the applicants 
named below were elected to active member- 
ship in The Institute: 

EpwIn L. HALSE 

Johnson & Johnson, Chicago. 
WiitiaAM A. HENNEGAN 

The Pennsylvania Company, Philadelphia. 
GLENN JAMES MALONE 

Fairbanks, Morse & Company, Chicago. 
JouHn C. TEAL 

Socony-Vacuum Oil Company, Inc. (White 

Eagle Division), Kansas City, Missouri. 





DEFALCATIONS | 


(Continued from page 127) | 








RoBert C. TREADWELL 
Hamilton Standard Propellers 
East Hartford, Connecticut. 
NorRMAN WOLSTENHOLME 
Riggs Optical Company, Consolidated, Chi- 
cago. 


Division, 





Election of the 6 new 
members named above 
brings the membership 
of The Institute to 


2,909 











in no case be asserted except after a hear- 
ing of the matter by an impartial commit- 
tee of three persons who are not account- 
ants. If this committee concludes that 
such a case does not involve affirmatively 
dishonest or criminal acts or gross negli- 
gence, then the companies have agreed 
that they will not assert claims against the 
accountants. If the committee reaches a 
contrary conclusion, then the surety com- 
pany quite properly may assert its claim. 
In the past year, eleven additional surety 


companies have signed similar letters, 
bringing the total number to thirty-four. 
It is hoped that other surety companies 
will participate in this general agreement 
which, it is believed, will help greatly to 
avoid unnecessary increase in the cost of 
audits, to encourage adequate fidelity 
bond coverage, and to bring about better 
integration of audit, internal control, and 
fidelity bonds as a defense against defal- 


cation. 





tions. 


Price $3.00 Postpaid. 


1232 Ninth St. N.W. 





EMBEZZLEMENT and INTERNAL CONTROL 


By ALBERT E. KELLER, C.P.A. 


A most timely book-—one that shows how to combat the rising tide of em- 
bezzlement and other financial irregularities. Actual embezzlements are de- 
scribed, including the “fictitious invoice and non-existing company” schemes 
recently headlined in the daily newspapers; and the protective accounting, 
office, and other procedures are clearly outlined. 


Based on lectures given by the author before various commercial organiza- 


27 CHAPTERS. Internal Control, Petty Cash, Cash Sales, Cash and Bank Checks, Rec- 
oncilement of Bank Account, Check Protection, Postage, Customers’ Accounts Receiv- 
able, Employees’ Accounts Receivable, Payrolls, Purchasing Department, Warehouse 
Department and Inventory, Purchase Invoices, Allowances to Customers, Cash Dis- 
counts Allowed, Scrap Material, Capital Stock Certificates, Mechanical Protective 
Equipment, Safe Deposit Box, Branch Offices, Special Investigation for Purchaser, 
Night Work, Outside Activities of Officers and Employees, Graphic Charts, Amateur 
Audits, Surety Bonds, Internal Audit Department. 


230 pages 7% by 5 inches, clothbound. 


WARNER-ARMS PUBLISHING CO. 


Washington 1, D. C. 





EXPLAINING FACTS 
(Continued from page 134) 











ment can ultimately be built for employ. 
ees. 

One note of caution: In the midst of 
any management-labor conflict, when 
emotional feelings are at white heat, it is 
of course not possible for the company to 
begin the curative processes. As the sur- 
geon sometimes waits for inflammation to 
recede before operating, so it is usually 
necessary for employers and employees 
alike to cool off before the long and grad. 
ual process of building for the future can 
get underway. The motives are important, 
and the motives must be clear. 

In conclusion, the sharing of informa. 
tion with respect to profits is as broad as 
the problem of business itself. It is an “all ‘ 
or nothing” matter as far as the spirit 
with which it is handled is concerned. 
The company which determines to build 
within its ranks a sound basis for cooper- 
ative effort by informing its employees 
must be prepared to answer candidly any 
1 ape it is asked. A candid answer 

oes not, of course, require that informa- 

tion be given out when the interests of 
the company and its employees might 
thereby be injured. A candid statement 
explaining the reasons why it is danger- 
ous to divulge the information can be just 
as forthright as the giving of the infor- 
mation itself and just as constructive in 
its effect. Differences of opinion, differ- 
ences in objectives there will always be 
between people in politics, in religion, 
and in business. The solution to our in- 
dustrial problems is not in eliminating 
such differences but in finding a construc- 
tive way to reconcile them. When the 
point has been reached at which every- 
thing can be discussed, all questions an- 
swered, or the reason for not doing so re- 
viewed with mutual confidence, then, and 
only then, can the real basis for industrial 
peace be established. 


* * ok 
In the period from 1928 to 1934, in- 
vestment counsel firms, which originated 
in America after the first World War, 
gtew from 20 firms to about 3,000, says 
a Twentieth Century Fund survey. 





H. CHARLES KWASHA 
Consulting Actuary 
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